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TOWN OF LOS GATOS
TOWN COUNCIL
STUDY SESSION AGENDA
110 EAST MAIN STREET
COUNCIL CHAMBER (DOWNSTAIRS)
TUESDAY, FEBRUARY 24, 2004 - 6:00 P.M.

Steve Glickman, Mayor

Mike Wasserman, Vice Mayor
Sandy Decker, Council Member
Diane McNutt, Council Member
Joe Pirzynski, Council Member

MEETING WILL BE TELEVISED

- VERBAL COMMUNICATIONS (Three-minute time limit,)

2003/04 Second Quarter Budget Performance and Status Report - Six

Months Ending December 31, 2003

a. Accept 2003/04 Second Quarter Budget Performance Status Report,
including Fiscal Year 2004-09 Five-Year Financial Projections

b. Authorize budget adjustments as recommended in the First Quarter
Budget Performance Report

c. Discuss and provide direction regarding Prehrmnary Tier I and Tier
II Fiscal Year Budget Balancing Proposals to be incorporated into
Town’s Fiscal Year 2004/05 Proposed Budget

ADJOURNMENT

IN COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT, IF YOU NEED SPECIAL ASSISTANCE TO
PARTICIPATE IN THIS MEETING, PLEASE CONTACT PATSY GARCIA AT (408) 354-6832. NOTIFICATION 48
HOURS BEFORE THE MEETING WILL ENABLE THE TOWN TO MAKE REASONABLE ARRANGEMENTS TO
ENSURE ACCESSIBILITY TO THIS MEETING [28 CFR §35.102-35.104]
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MEETING DATE: 02/24/04

STUDY SESSION
COUNCIL AGENDA REPORT
DATE: February 24, 2004
TO: MAYOR AND TOWN COUNCIL ]
FROM: DEBRA J. FIGONE, TOWN MANAGER
SUBJECT: 2003/04 SECOND QUARTER BUDGET PERFORMANCE AND STATUS

REPORT-SIX MONTHS ENDING DECEMBER 31, 2003.

A. ACCEPT 2003/04 SECOND QUARTER BUDGET PERFORMANCE
STATUS REPORT, INCLUDING FY 2004-09 FIVE-YEAR
FINANCIAL PROJECTIONS. ' .

B. AUTHORIZE BUDGET ADJUSTMENTS AS RECOMMENDED IN
THE ATTACHED SECOND QUARTER BUDGET PERFORMANCE
REPORT.

C. DISCUSS ANDPROVIDE DIRECTION REGARDING PRELIMINARY
TIERTAND TIERIIFY 2004-05 BUDGET BALANCING PROPOSALS

TO BE INCORPORATED INTO TOWN’S FY 2004/05 PROPOSED
BUDGET.

RECOMMENDATION:

1. Accept 2003/04 second quarter budget performance and status report.

' Authorize budget adjustments as recommended in the attached second quarter budget
performance report.

Discuss and provide direction on the preliminary Tier I and I FY 2004/05 budget balancing
proposals to be incorporated into the Town’s FY 2004/05 Proposed Budget.

[O8]

PREPARED BY: STEPHEN D.

Finance & Administrative Services Dlrector

SDC:pg
N:AMGR\A dminWorkFiles\enclrpts\Mid-year03-04.wpd

Reviewed by: PST Assistant Town Manager Town Attorney Clerk Finance
_ Community Development Revised: 2/13/04  4:37 pm

Reformatted: 5/30/01
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SUBJECT: 2003/04 SECOND QUARTER BUDGET PERFORMANCE AND STATUS

. REPORT-SIX MONTHS ENDING DECEMBER 31, 2003.
February 24, 2004

PURPOSE:

The purpose of this study session is to provide the Town Council with staff’s most recent
information regarding the evolving budget situation for F'Y 2003/4 and beyond, including:

® A mid-year FY 2003/04 budget update focuslng onrevenue and expendmue trends and financial
projections for the current year.

® An update to the Town’s five year financial projections (FY 2004-09) to provide a framework
for understanding the estimated size of the budget challenges in future years that underlie the

necessity for budget reductions and revenue enhancement recommendations that will be
discussed with the Town Council.

® A forum to discuss in more detail the preliminary proposed budget reductions and revenue
enhancement proposals as presented in suggested priority order for FY 2004/05, including
associated service level impacts to the community and the organization for each of the proposed
reductions. Included with each department is an overview describing the approach taken by the
departments to develop the proposals.

THE REPORT:

This report comprehensively examines the current year budget status, expected fiscal outlook and

the evolving process of budget development for FY 2004/05 and beyond. Items for Town Council
consideration include: :

® A review of the Town’s FY 2003/04 Mid Year Budget Performance and Status Report;

® An update to the Town’s five-year financial projections through FY 2008/09;

® An historical briefing of the Town’s budget reduction efforts to date that have been implemented
since FY 2001/02;

® A recap of the budgetary actions, trends, considerations and criteria used by the Town in
developing plans to meet the forecasted budget challenges;

® A matrix of departmental proposals presented in priority order, mcludlng a discussion by
departments of the service level impacts to the community of each reduction proposal.

DISCUSSION:

FY 2003/04 MID YEAR BUDGET STATUS:

The attached Budget Performance Report (Attachment 1) is the mid year report covering the six
months beginning July 1, 2003 and ending December 31, 2003. The Budget Performance Report
presents analysis and recommendations related to key General Fund revenues by category and
expenditures by fund.
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REPORT-SIX MONTHS ENDING DECEMBER 31, 2003.
February 24, 2004

Staff provides to Town Council periodic updates on the status of the current year’s adopted budget
revenues and expenditures and the projected financial condition of Town funds, concentrating
primarily on the Town’s General Fund. Though the financial results are limited to the first six
months, staff has more information available than at the time of the first quarter report, allowing an
update based on revenue trends for the current fiscal year. Information is provided regarding vital
revenues to the Town such as Sales Tax, Property Tax, Transient Occupancy Tax, Vehicle License
fees (Car Tax), Business License Tax, Fees and Charges and Interest Income. This information aids
staff in providing the status of the revenues adopted to support the FY 2003-04 operating budget.
Furthermore, the Town Council is advised of any material recommended changes to estimated
revenue sources included in the Town’s F'Y 2003/04 adopted budget.

Overall, total General Fund estimated operating revenues for the current year are anticipated to be
lower by $357,100 than the adopted budget estimates. Most notably, there is a suggested lowering
of Sales Tax estimates for the current year from $6,800,000 to $6,650,000. The Interest Income
estimate is also recommended to be lowered from $1,290,100 to $1,150,000. Transient Occupancy
taxes are recommended to be adjusted lower from $900,000 to $830,000. The attached Budget
Performance and Status Report provides more details and analysis regarding revenue and
expenditure activity and the recommended budget adjustments for principal General Fund revenue
sources. The mid-year budget projections for the current year assumes that the recommended
adjustments to the revenue estimates have been approved by Town Council.

On a positive note, staff is encouraged by the fact that expenditures in many Town departments are
trending below the expected 50% of budget level (expected level halfway through the fiscal year).
These savings, combined with additional savings from departmental reductions implemented since
December 2003 as part of the Town’s budget process, are anticipated to be enough to provide
coverage for the proposed revenue reductions in FY 2003/04 totaling $357,100. However, there
may be additional revenue impacts that will need to be addressed if there are increased current year
State “takes” of revenues.

The availability of excess balances resulting from fiscal year expenditure reductions is one important
part of potential funding the Town is describing as “bridge funding.” Bridge funding is
conceptualized as a funding source to be used as dollars available to move to more efficient
organizational structures, ferret out and understand new service delivery options, and allow time for
new initiatives and programs to become more fully formed. Bridge funding will allow more time
to ramp up or bring new programs “on-line,” providing some resources for “start-up” costs until the
programs can be sustained by operating revenues. Normally, the Town’s policies provide that any
excess revenues over expenditures in the fiscal year not specifically designated for other uses is set
aside in a reserve for future capital improvements. This yedr, staff will recommend that Council
consider some or all of these revenues be used as potential sources of bridge fundmg for next fiscal
year, if Warranted
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REPORT-SIX MONTHS ENDING DECEMBER 31, 2003.
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The availability of bridge funding provides the Town a longer planning horizon to develop
appropriate organizational structures that align with the new fiscal reality; inform the Town’s
employees of potential reductions in the workforce; inform the community about potential service

level impacts; and to establish appr opnate service levels that balance with revenues projected for
next fiscal year.

Sources of potential bridge funding include:

‘® Excess Revenues Over Expenditures. As discussed above, if there excess balances at the close
of the fiscal year, the balances not designated by Town Council for specific purposes are
designated for Future Capital Improvements by Town policy. This year the Town may desire
to designate some of this potential funding for bridging purposes.

® General Fund Reserves. FY 2003/04 beginning fund balance consists of approximately $10.9
million of total “available” reserves. The bulk of these resetve are “committed” or designated
for specific purposes like parking, open space, and other uses. Included in this total is the
Reserve for Economic Uncertainty intact at $3,678,000. However, there is an approximate
$400,000 of the $10.9 mllhon available in undesignated reserves that could be used for bridge
funding.

® Internal Service Fund Reserves. Staff believes there is some additional capacity to absorb some
additional transfers from these funds to repay the General Fund for prior year overcharges. Staff
believes each fund is adequately funded, and there remains an ability to tap some of this surplus -
for appropriate bridging uses.

® Public Employees Retirement System (PERS) Set-Aside. The Town has accumulated
approximately $3 million in its General Fund liability account to be used to buffer future

. Retirement System rate increases by continuing to charge itself the Non-Sworn employer PERS
contribution of 7% even when the official PERS rate charged to the Town was 0% due to the
Town’s surplus at PERS . This prudent fiscal decision which we have been continuing since
1999 is proving to be very valuable now with PERS rates rising rapidly due to stock market
losses.

Using reserves or other sources of bridge funding needs to be done strategically, ensuring that these
funding sources are not used to fund ongoing cost and service dehvely structures that are not
supported by forecasted future operating revenues.

FIVE YEAR FINANCIAL PROJECTIONS UPDATE:

Staff recently updated the Town’s Five Year Financial Plan spanning fiscal years 2004/05 through

2008/09. The updated scenarios continue to demonstrate the need for the Town to take action to

maintain the Town’s fiscal health. Projected FY 2004/05 revenue shortfalls in both scenarios
described below as Scenario I and Scenario II range from $1.5 million to $3.2 million, depending

upon the level of recovery in local economically sensitive revenues and the amount of loss of
revenue the Town is forced to absorb from potential State takes of revenue.
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Scenario I, presented in the following pages, assumes approximately $500,000 State takes in
revenues similar to the amount the Town experienced this fiscal year. This scenario assumes that
the State “back-fill” of approximately $1.2 million in Car Tax will continue in future years as
promised by the State when the fee was reduced by two-thirds. Revenues are optimistically
presented with varying growth rates, on average 5% for taxes and 3% for charges for services.
Expenditures are pulled from a database using actual costs and adjusting for future known increases
in labor costs if multi-year labor agreements are in effect.

Scenario II projects a more serious loss in revenues, where local revenue and expenditure
assumptions remain the same with the exception that the annual Car Tax revenue is lost. This
scenario is presented as a potential estimate of a “worse case” scenario. This scenario could be
reality if the State budget crisis is not resolved satisfactorily and the State eliminates all or portions
of the back-fill, or implements a blend of shifts such as portions of the Town’s property tax (ERAF),
or other state funding sources such as grants and state mandated cost reimbursements. The value of

these potential shifts in a worst case scenario could potentially approach the Scenario II level which
reflects an entire loss of the Car tax and State back-fill.

Each of the scenarios presented assume that fixes made to the budget to eliminate the revenue
shortfall in FY 2004/05 are “permanent” fixes, thereby reducing the level of shortfall in the
following fiscal years. The amounts fixed permanently in the Town’s operating costs are assumed
to carry forward cumulatively each year, lessening the reduction required in subsequent years. It is
possible to make some adjustments through one-time solutions or prudent use of bridge funding on
a year-to-year basis. However, these solutions recognize that problems that are truly structural
should be addressed eventually with new revenue sources or reduced expenditures in an ongoing
way.

The following pages present Scenarios I & II. A terminology guide follows as an aid to
understanding the Updated Five Year Financial Projections data that is presented in each scenario.
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February 24, 2004

Town of Los Gatos
Five Year Financial Plan

Scenario I

Town of Los Gatos Five Year Financial Plan (Car Tax Intact)

Summary Data ACTUAL ADOPTED PROJECTED PROJECTED PROJECTED PROJECTED PRO JECTED
Revenue Summary 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09
Sales Tax ) 6,928,817 6,800,000 7,140,000 7,497,000 7,871,850 8,265,443 8,678,715
Property Tax 4,977,119 5,338,006 5,658,286 5997,784 6,357,651 6,739,110 7,143,456
Hotel/Motel Tax 713,064 900,000 945,000 992,250 1,041,863 1,093,956 1,115,835
Franchise Tax 897,158 896,400 941,220 988,281 1,037,695 1,089,580 1,144,059
Business Licenses 970,554 1,065,000 1,096,950 1,129,859 1,163,754 1,198,667 1,234,627
Other Lic. and Permits 975,701 761,000 783,830 807,345 831,565 856,512 882,208
Car Tax ~ 1,722,801 1,632,000 1,713,600 1,799,280  1,889244 1,983,706 2,082,892
Intergovernmental Rev. 1,463,388 1,368,804 1,394,190 1415916 1,443,293 1,472,551 1,502,516
Charges for Services 2,209,851 2,468,961 2,567,909 2,705,883 2,847,390 3,004,928 3,130,253
Fines & Forfeitures 187,117 192,000 200,100 208,560 217,397 226,627 234,642
Investment Earnings 1,336,711 1,191,675 1,221,467 1,252,004 1,283,304 1,315,386 1,348,271
Miscellaneous 480,762 144,000 152,650 160,633 168,964 177,662 186,745
Transfers 1,105,853 1,375,517 778,705 601,736 470,418 393,855 361,133
Total Revenues 23,968,806 24,133,363 24,593,907 25,556,529 26,624,387 27,817,983 29,045,351
Town Expenditures
Salaries 11,576,547 11,548,000 12,919,260 13,221,506 13,714,074 14,213,570 14,713,959
Benefits 3,167,089 3,539,700 3,844,677 4,359,095 5,003,331 5,583,186 6,149,548
. TemporarySal&Ben. . 438711 _ 341500 _ 422566 439,411 456,051 471258 490422
Paid Overtime 455,418 453,000 406,926 417,461 438,334 460,250 483,263
Total Sal. & Ben. 15,637,765 15,882,200 17,593,429 18,437,473 19,611,789 20,728,264 21,836,891
Grants & Awards 230,263 213,450 213,450 213,450 213,450 213,450 224,123
Training . © 163,474 145,455 149,819 154,313 158,943 163,711 171,896
Employee Retiree Med.** 103,162 130,000 163,000 211,000 290,000 363,000 381,150
Animal Control Oper. 179,153 196,000 164,000 180,400 198,440 - 218,284 229,198
Supplies and Services 2,631,024 2,949,660 3,038,150 3,129,294 3223173 3,319,868 3,485,862
Utilities . 440,352 342,670 359,804 377,794 396,683 416,518 437,343
Capital Purchases 85,689 17,500 50,000 51,500 53,045 54,636 57,368
Internal Service Funds 3,201,262 3,019,920 3,110,518 3,203,833 . 3,299,948 3,398,947 3,568,894
Debt Service/Transfers 641,510 1,226,508 1,226,508 1,226,508 1,226,508 1,226,508 1,231,311
Storm Drains : - - - - - ' - -
Road Maintenance/Rep. 72,864 10,000 10,500 11,025 11,576 12,155 12,763
Total Expenditures 23,386,518 24,133,363 26,079,176 27,196,590 28,683,556 30,115,341 31,636,799
Ongoing S hortfall Mitigation 05-06 (Assumes Permanent Fix) 1,485,269 1,640,061 2,059,169 2,297,358 °
Revenues Over (Under) Exp. 582,378 - (1,485,269)  (154,792)  (419,108) (238,189)  (294,090)
Revenue Shortfall as a % of Operating Revenue  0.00% 6.04% 0.61% 1.57% 0.86% 1.01%
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Town of Los Gatos Scenario I

Five Year Financial Plan Town of Los Gatos Five Year Financial Plan (Car Tax Lost)

Summary Data ACTUAL ADOPTED PROJECTED PROJECTED PROJECTED PROJECTED PRO JECTED

Revenue Summary 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 -
Sales Tax 6,928,817 6,800,000 7,140,000 7,497,000 7,871,850 8265443 8,678,715
Property Tax 4,977,119  5338,006 5,658,286  5997,784 6,357,651 6,739,110 7,143,456
Hotel/Motel Tax 713,064 900,000 945,000 992,250 1,041,863 1,093,956 1,115,835
Franchise Tax 897,158 896,400 941,220 988,281 1,037,695 1,089,580 1,144,059
Business Licenses 970,554 1,065,000 1,096,950 1,129,859  1,163,754. 1,198,667 1,234,627
Other Lic. and Permits 975,701 761,000 783,830 807,345 831,565 856,512 882,208
Car Tax 1,722,801 1,632,000 - - - - -
Intergovernmental Rev. 1,463,388 1,368,804 1,394,190 1,415916 1,443,293 1,472,551 1,502,516
Charges for Services 2,209,851 2,468,961 2,567,909 2,705,883 2,847,390 3,004,928  3,130,253-
Fines & Forfeitures 187,117 192,000 200,100 208,560 217,397 226,627 234,642
Investment Earnings 1,336,711 1,191,675 1,221,467 1,252,004  1,283304 1,315,386 1,348,271
Miscellaneous 480,762 144,000 152,650 160,633 168,964 177,662 186,745
Transfers 1,105,853 1,375,517 778,705 601,736 470,418 393,855 361,133

Total Revenues 23,968,896 24,133,363 22,880,307 23,757,249 24,735,143 25,834,277 26,962,459

Town Expenditures .

Salaries 11,576,547 11,548,000 12,919,260 13,221,506 13,714,074 14,213,570 14,713,959
Benefits . 3,167,089 3,539,700 3,844,677 4,359,095 T 5003331 5,583,186 6,149,548
Temporary Sal & Ben. 438,711 341,500 422,566 439411 456,051 471,258 490,122
Paid Overtime 455,418 453,000 406,926 417,461 438,334 - 460,250 483,263
Total Sal. & Ben. 15,637,765 15,882,200 17,593,429 18,437,473 19,611,789 20,728,264 21,836,891
Grants & Awards 230,263 213,450 213,450 213,450 213,450 213,450 224,123
Training 163,474 145,455 149,819 154,313 158,943 163,711 171,896
Employee Retiree Med. 103,162 130,000 163,000 211,000 290,000 363,000 381,150
Animal Control Oper.** 179,153 196,000 164,000 180,400 198,440 218,284 229,198
Supplies and Services 2,631,024 2949660 3,038,150 3,129,294 3,223,173 3,319,868 3,485,862
Utilities 440,352 342,670 359,804 377,794 396,683 416,518 437,343
Capital Purchases 85,689 17,500 50,000 51,500 53,045 54,636 57,368
Internal Service Funds 3,201,262 3,019,920 3,110,518 3,203,833 3,299,948 3,398,947 3,568,894
Debt Service/Transfers | 641,510 1,226,508 1226508 1,226,508 1,226,508 1,226,508 1,231,311
Storm Drains - - - - - - -
Road Maintenance/Rep. 72,864 10,000 * . 10,500 11,025 11,576 12,155 12,763
Total Expenditures 23,386,518 24,133,363 26,079,176 27,196,590 28,683,556 30,115,341 31,636,799
Ongoing Shortfall Mitigation 05-06 (Assumes Permanent Fix) 3,198,869 3,439,341 3,948,413 4,281,064
Revenues Over (Under) Exp. 582,378 - (3,198,869)  (240,472)  (509,072)  (332,651)  (393,276)

Revenue Shortfall as a % ofOperating Rev. 0.00% 13.98% 1.01% 2.06% 1.29% 1.46%
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Terminology Guide in Reviewing Five Year Financial Plan

Total Revenues - Total of principal General Fund revenues, FY 2003/04 uses the adopted budget

- and the other years use an average 5% growth rate from adopted budget levels for economically
sensitive revenues such as Sales Tax.

Total Expenditures - Total of principal General Fund expenditures by expenditure type, FY
2003/04 uses the adopted budget and the other years use an aver. age 3-5% growth rate in future years
dependmg on the expenditure type. :

Ongoing Shortfall Mitigation 05-06 (Assumes Permanent Fix) - A dollar amount appears first
inFY 2005/06. This amount is added back to revenues in that year because it assumes that the fixes
the Town makes to its operating cost structure are fixed permanently, thereby they will reduce costs
on an ongoing basis in future years. The amount accumulates by the amount of the permanent fix
required every year by comparing operating revenues with operating expenditures. The degree of
fix needed depends on whether Car Tax revenues are intact or lost and whether a full permanent fix
is made each year. Itis in this situation where staff will need to evaluate whether partial offsets with
excess reserves could be used to buy the time needed to implement solutions that save costs yet
require time to implement. ‘

Revenues Over (Under Expenditures) - Compares General Fund Operating Revenues plus
Permanent Fix dollars minus General Fund Operating Expenditures.

Revenue Shortfall as a % of Operating Revenues - In FY 2004/05, the projected reduction
percentage required to align operating expenditures with revenues. In 2005/06 the percentage
reductions required take into account the Permanent Fix occurring in the prior year.

Both updates to the long term Five Year financial scenarios indicate the Town was wise to begin
strategic cost reductions dating back to FY 2001/02, with cumulative reductions of approximately
$3.0 million in Town operating expenditures since that time. - These efforts have been a multi-
prongéed approach to achieve operational efficiencies, cost reductions, and exploration of alternative
methods of service delivery options by the Town.

Continuing Vulnerabilities:

The Town continues to be impacted by operating revenue and expenditure challenges that must be
monitored and addressed. Progress or lack thereof in these vulnerabilities will unavoidably affect
Town-wide service delivery goals in future years. Staff sees challenges in both the ongoing revenue
and cost structure as described below:
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Revenues

Recovery in Economically Sensitive Revenues. The financial projections assume that a modest
recovery will be experienced by the Town in revenues such as Sales Tax, Business License Tax and
Hotel Tax, among others. If this recovery does not materialize, then the revenue shortfall could
exceed the forecasted amounts under both scenarios.

The Town’s Sales Tax collections are of continuing concern. An example is the Town’s auto
dealerships which experienced a decline in sales tax collections in the last quarter of 11%, when
state-wide dealerships experienced a 10% average growth in the same quarter. The Town’s auto
dealerships account for approximately 30% ofthe Town’s total annual Sales Tax. Another concern
is the importance of retaining the technology sector businesses which contribute to the Town’s
collections, one of which is now one of our largest providers of sales tax annually. The importance
of having a well balanced sales tax base continues to be an important objective.

State Budget Impacts to the Town are also unknown. The Governor’s budget delivered in January
2004 retains the Car Tax “back-fill” but proposes a property tax shift (ERAF) of approximately
$400,000 from the Town and an additional amount from the Redevelopment Agency. If the March
2004 statewide bond measure fails to pass, the ramifications to the Town are unknown at this time,
but it is realistic to make plans to address even more painful state revenue takes.

Drivers of Town Cost

Salary & Benefits-Town government is in the business of providing services which depend on people
to deliver. Consequently, the most significant driver of cost for service delivery is the cost of labor.
Salaries and benefits of employees comprise the largest share of the Town's General Fund operating
expenditures (approximately 70%). In order for the Town to remain competitive in the labor market
in a high cost region, public safety costs in particular, have increased substantially in recent years.
This is due, in part, to significant salary increases throughout the region and increasing costs of
benefits. Consistent with public safety statewide, Los Gatos sworn public safety employees were
provided an enhanced retirement formula in 2000 under the State Public Employees Retirement
System (PERS).

The costs associated with the new retirement formula and several years of negative investment
returns in the pension system have resulted in significant changes in retirement contributions. The
Town's contribution toward retirement for Sworn Personnel is expected to rise from the current rate
of 16% for FY 2003/04 to be greater than 28% of covered payroll in FY 2004/05. Recent information
factored into the Five Year Forecast indicates this cost may rise to 35% of covered safety payroll.
Non-sworn employee salary and benefit adjustments have been more moderate, however the Town's
retirement contribution for these employees is expected to increase from 0% to 8% in FY 2004/05

and the current PERS information indicates it could rise to approximately 15% of covered payroll
in FY 2008/009.
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Health care costs are also trending upward, with increases of 16-20% annually over the past several
years. This means that the Town’s contribution to healthcare costs as currently stipulated in our
labor contracts will go up by these amounts. The Town will need to continue to explore ways to
contain the costs of salary and benefit compensation and concurrently remain competitive to attract
and retain a qualified workforce.

Energy Costs-Town-wide cost increases have exceeded the general inflation rate. This increase is
due in part to the rise in electric and gas charges resulting from the recent Statewide energy crisis
and global fluctuations in gasoline prices. Energy costs continue to be monitored by staff. Steps are

already underway to examine Town-wide energy costs and look for ways to manage energy use and
control costs.

Internal Service Charges-The Town prudently charges itself on an annual basis internal services
charges that provide funds used to replace rolling stock, provide information services and technology
replacements, perform building maintenance, and maintain workers compensation and general
liability programs, among others. Though the Town could eliminate this practice and go on a “pay-
as-you-go” basis, staff believes this would not be a best practice in financial management. However,
we should continue to ensure that our internal rate setting practices are in line with projected internal
service funding needs.

Performance Measures-The Town is actively pursuing implementation of service delivery
performance measures linked to key program services that aim to measure the results of providing
the service. This information will aid the Town in better aligning scarce resources with service
delivery outcomes, providing a more efficient organization with increased accountability to the
public. ‘

REVENUE ENHANCEMENTS AND COST CONTAINMENT:

Realizing the vulnerabilities of the Town’s ongoing stream of revenues and its limited revenue base,
it is essential that the Town ensure that it is charging adequate fees and charges to recover the cost
of services so as not to create public subsidies for private development and other specialized services
provided to the Town’s customer base. In that regard, staff will once again be examining and
bringing forward for Town Council approval a comprehensive fee review and update as part of the
FY 2004/05 budget process. The Town is also evaluating internal costs related to Town support of
special events and will discuss with the Council the desired policies regarding objectives of cost
recovery. Included in this review is a 911 system fee currently under evaluation by many cities in
the region.
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Review of the FY 2004/05 budget proposals will reveal some new revenue opportunities that the
Administration will be bringing forward for discussion with the Town Council in an creative
approach to develop additional appropriate and sustainable revenue streams for Town services. In
looking forward to future years, management intends to review with the Town Council other revenue
options such as tax measures, assessments or bond issues that could be explored to provide funding
for community assets such as police facilities, libraries, infrastructure (streets and roads), or special
services such as public safety or library services, or some combination of both. Since proceeding
with any such measure would need to be carefully analyzed, early education and review of options
would be an important first step in this process.

On the cost side, the Town is exploring as part of its budget development and in its upcoming
bargaining sessions with the Town labor groups initiatives with ongoing cost containment as a goal
for the future health of the organization. Many ideas are being explored and analyzed by the Town
and will continue to evolve through the budget cycle and employee bargaining process. Global cost
containment initiatives such as Town Hall closures, for example, will also be explored with Council.

BUDGET REDUCTION EFFORTS TO DATE:

Since FY 2000/01 the Town has been actively addressing the budget challenges facing the Town in
recent years. The Town has been pro-actively taking steps that have kept the Town’s operating
revenues in balance with operating expenses since that time. These steps included:

® Inearly FY 2001/02 the Town began expenditure reductions across all departments in response
to the developing recession, including strategically delaying or slowing down operating
expenditures, de-funding authorized positions, enacting selected hiring freezes, and extending
equipment replacements, where practical. To date, approximately 15 full time equivalent
positions have been de-funded from the Town’s budget totaling nearly $1.7 million dollars to
date, comprising a substantial part of the approximately $3.0 million cumulative cost reductions
made through this fiscal year.

e In February 2003, the Town implemented expenditure reductions across all Town services of
‘nearly $1.5 million dollars of expenditure reductions (approximately 6% of General Fund FY
2002/03 budgeted expenditures). The objective was to limit the effects on service delivery to
the public by utilizing, where available, salary savings due to vacancies and hiring freezes, salary
step savings and selected departmental cost saving initiatives.

® The Town’s adopted budget for FY 2003/04 was developed in an environment where flat
revenue growth of economically-sensitive revenues was conservatively projected. Specifically,
the adopted budget incorporated approximately $1.3 million of additional reductions (internally
referred to as “Tier I” and described in the FY 2003/04 adopted budget transmittal message)
from the prior year’s adopted budget to balance operating expenditures with operating revenues.
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e Staff also prepared a second round of reduction proposals (internally referred to as “Tier II” and
also described in the FY 2003-04 adopted budget transmittal message) of approximately $1.2
million in Town-wide expenses in anticipation of any further reductions made necessary by
additional State takes or unanticipated reductions in economically sensitive revenues such as
Sales Tax or Transient Occupancy Tax. These reduction proposals have been developed with
the same strategies used to arrive at the FY 2004/05 Tier I reductions, but to a deeper level.

To date, FY 2003/04 revenue reductions incurred by the Town have not been at the level necessary
for departments to formally invoke the Tier I reductions discussed above. The current year state
take of Town revenues is approximately $500,000, the amount assumed by staff in the adopted FY
2003/04 Tier I budget. However, because of the Town’s continuing vulnerability from any current
year additional state budget crisis impacts and the continuing recession and its impact to local
- revenues, staff has pro-actively implemented additional savings beyond the Tier I adopted budget
reductions totaling approximately $400,000 for the current year. These savings were obtained by
partial implementation of Tier II options, partial FTE reduction opportunities, and continuing
selected hiring freezes and their associated salary and benefit savings.

Operational savings in FY 2003/04 can be used to mitigate projected revenue shortfalls in
economically sensitive revenues such as Sales Tax, and Transient Occupancy Tax (Hotel Tax)
beyond that anticipated for remainder of the fiscal year. Expenditure savings and any excess revenue
obtained this fiscal year can also be used as a funding source necessary to bridge the organization
to its recommended Tier I and II adopted budget levels in FY 2004/05, which are respectively
targeted at a level of approximately six and twelve per cent below the FY 2003/04 adopted budget
levels, partially offset by any revenue enhancements that are implemented next year.

PROPOSED BUDGET REDUCTIONS & REVENUE ENHANCEMENTS FY 2004/05

As stated above, the financial projections for next year in Scenario I & II indicated the need for
permanent budget reductions or revenue enhancements of approximately six and twelve per cent
to align the Town’s services with its forecasted ongoing stream of revenues dependmg upon the
Town’s local economic fortunes and developments at the state level.

Many of the reductions taken in the past two years have resulted from selected hiring freezes and
other operational efficiencies departments have been able to develop. These reductions, though
difficult, were achieved with increases in efficiency and productivity by Town staff so that the
implementation of these reductions was made fairly seamless to the community in terms of service
level impacts. The planning for FY 2004/05 reductions is made more difficult because most of this
operational “low hanging fruit” has in large measure been harvested in the $3 million dollar cost
reductions already implemented by the organization over the past three fiscal years.
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Staff informed the Town Council in November 2003 that it would immediately begin the analysis
and hard work of crafting a comprehensive response to the budget challenges likely to occur in the
coming months. In staff’s judgment, a prudent course of action was for Town departments to begin
developing budget reduction and revenue enhancement proposals sufficient to address a range of
forecasted revenue shortfalls in FY 2004/05 of between $1.5 million (6%) and approximately $3.0
million (12%). The Tier I proposals before Council total $2,039,880 (inclusive of $1,044,672 of
proposed revenue enhancements), with 5.6 additional filled and .5 vacant FTE’s positions de-funded
and $74,725 of temporary labor costs de-funded. Tier II proposals total an additional $1,329,284,
including an additional 11.07 filled and 5 vacant FTE’s de-funded and $149,880 of temporary labor
support costs de-funded.

The Town Manager’s office began outreach efforts to communicate the 2004/05 budget challenges
shortly after the November session with Town employees, boards and commissions, service clubs
and other stakeholders who are associated closely with Town services. Information was provided
as to the potential magnitude of the budget challenges and the pro-active steps the Town was taking
to meet the challenge. These outreach efforts also included a discussion of potential cost reduction
scenarios that may involve reductions in operating hours, reductions in service levels, and workforce

- reductions.

The overarching principles that guided these proposals were (1) managing in a fiscally responsible
manner, (2) preserving valued Town services to the community, and (3) mitigating the impact of
reductions to the labor force that provides these services to the Town. With these overarching
principles as a basic tenet of management’s actions, budget proposals were developed with the
criteria first discussed with the Town Council at the November 2003 study session.

Listed below are the criteria staff used in evaluating priorities and service level reductions in meeting
the budgetary goals for the coming year. The criteria used by the Town Manager in evaluating the
budget reduction proposals brought forward were:

Do these proposals-

® Reflect the Town Council priorities?

o Affect the health and safety of the community? Is there an immediate threat to the community
if the service were to be reduced or eliminated? Is there a legal mandate from the State or
Federal government to provide this service?

® Reflect community priorities as demonstrated by a large customer base and demand for the
service?

® DPreserve the value/condition/useful life of a public asset?

® Have dedicated revenue sources or produce revenue on a cost recovery basis?
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® [sthe Town uniquely qualified to provide this service?
Significantly enhance the quality of life in Los Gatos?

® Enhance productivity and provide strategic support services to the public? (e g., finance, human
resources, legal, etc)?

® Reflect the organization’s professional judgment about priority service levels to be provided to
the community? :

Attachment #2 provides departmental budget reduction and revenue enhancement proposals for
Town Council review, feedback and discussion at the study session. It is stressed that the proposals
presented at this time are preliminary and will be further developed and refined through Town
Council feedback to the Town Manager and continued staff analysis over the next six weeks before
they are presented as part of the Town Manager’s Proposed Budget for FY 2004/05.

While the matrices provide reduction efforts by department, the Town Manager will approach the

final proposed reductions from a service perspectwe aligned with community priorities as informed
by these Council discussions.

Staff would like Town Council’s feedback through this study session to use in further developing
and refining the Town’s Proposed FY 2004/05 Operating Budget due to the Town Council in May
2004. Due to the unknown impacts of the state budget crisis the length of the local revenue
downturn, staff anticipates adopting a Tier I and Tier I budget that can be responsive to
developments both in-locally generated revenues and at the state level as they evolve over the
summer months of 2004.

ENVIRONMENTAL ASSESSMENT:

This budget report is not a project defined under CEQA, and no further action is required.

FISCAL IMPACT:

The Second Quarter Budget Performance Report includes a number of recommended budget
adjustments necessary to balance operating revenues with operating expenditures for FY 2003/04.
Upon approval of the recommended budget adjustments by Town Council, current projections
forecast a small shortfall of operating revenues over operating expenses for the fiscal year ending
June 30, 2003 (excluding a one-time use of General Fund reserves for parking to pay for start up
costs for the new Parking Enforcement program). As detailed in the report, staffis currently engaged
in FY 2004/05 budget development process which incorporates plans for a six and twelve per cent
overall expenditure reduction and/or revenue enhancements depending on the actions taken by the
State of California to balance its budget deficit.
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Attachments:

1. Budget Performance Report for the Three Months Ended December 31, 2003
2. Departmental Budget Reductions/Revenue Enhancement Proposal Matrix



TOWN OF LOS GATOS
BUDGET PERFORMANCE REPORT

FOR THE SIX MONTHS ENDED DECEMBER 31, 2003

February 24, 2004

FINANCIAL OVERVIEW-EXECUTIVE SUMMARY

Status of FY 2003/04 Adopted Budget:

As discussed in the First Quarter Budget Performance Report, financial results for the first six months
confirm the tentativeness of the recovery in the Town’s economically sensitive revenues. Sales Tax
collections through December are trending in line with the prior year on a percentage basis, but a recent
meeting in early February 2004 with the Town’s Sales Tax consultant (MBIA) resulted in staff
recommending a reduction of $150,000 in Sales Tax revenue for this fiscal year. The reduction occurred
mainly due to the 10% decline in totals sales from the Town’s auto dealers in the third quarter of calendar
year 2003. The auto dealers constitute approximately 30% of the Town’s total Sales Tax. In the case of
Transient Occupancy Tax, second quarter collections are trending lower than second quarter collections
received in the prior year with a recommended $70,000 dollar reduction from the adopted budget
estimate. Interest income is also trending lower than estimated and is recommended for a $137,100
dollar reduction due mainly to historically low interest rates available in the market for investment.
Additionally, vitally important Intergovernmental revenues received from the State of California such as
Motor Vehicle License fees (Car Tax) representing a funding source of approximately $1,632,000 or 7%
of the Town’s operating revenue continue to be threatened by actions taken legislatively in Sacramento in
its budget crisis. Early in his administration, Governor Schwarzenegger rescinded the trigger of the Car
Tax and reduced the original amount of the tax by two-thirds. With record deficits now being projected
for the State, this action will make the State’s ability to provide its promised “backfill’ of revenues even
more challenging. The Governor’s January 2004 budget called for protection of this vital source of
revenue to the Town, but its continued receipt is certainly in jeopardy with the State dealing with a
reported record $25 billion dollar deficit.

It should be noted that revenues for FY 2003/04 included approximately $650,000 of transfers to the
Town’s General Fund from Internal Service Fund excess balances that the Town is using to supplement
revenues during the current downturn in the economy. Unfortunately, these transfers cannot be sustained
on an ongoing basis. The Town’s five-year plan assumes decreasing amounts of this revenue available
through FY 2008/09. If these transfers were reduced, operating revenues would be reduced accordingly.
Scheduled labor cost increases and other operating expenditure increases forecasted for FY 2004/05 and
future fiscal years will continue to require an improvement in the Town’s economically sensitive revenues
to offset the cost increases likely to occur. The FY 2004/05 expenditure reduction and revenue
enhancement efforts now being developed and discussed with the Town Council will aid in balancing
ongoing revenues with the Town’s organizational structure and its accompanying cost of providing

services and potentially provide discretionary funding for other initiatives such as funding future capital
improvements.

ATTACHMENT 1



GENERAL FUND-KEY REVENUE ANALYSIS FY 2003/04

The following presentation provides a recap of significant General Fund revenue sources as of the second
quarter ending December 31, 2003. Staff is monitoring each revenue source closely, and at this time is
most concerned about three revenue sources, Sales Tax, Transient Occupancy Tax, and Interest Income
which are recommended to be adjusted lower for the fiscal year. Property Tax appears to be tracking in
line with estimates, but its growth also appears to be slowing from the 6-8% growth rate experienced in
recent years, another reflection of the recession’s impact on locally generated revenues.



FINANCIAL OUTLOOK FY 2003/04

¢ Sales Tax Revenue ¢

Description

The State Board of Equalization allocates one (1.0)
cent of the eight (8.25) cents of local sales tax
collected by merchants on retail sales and taxable
services transacted within the Town of Los Gatos.
Revenues are remitted to the Town on a monthly
basis. This revenue is placed in the General Fund
for unrestricted uses.

Analysis

The Silicon Valley/San Jose Business Journal
reported on Jamuary 20, 2004 that according to a
small survey of chief operating officers of
companies headquartered in the region, the new year
brings with it an expectation for improved
economics for Silicon Valley and the Bay Area.

Nearly all (95%) of the 32 COOs of large- and
medium-companies participating in the survey are
expecting 2004’s economic trends in Northern
California to gradually improve. While the longer
term outlook for the region looks promising, local
analysis implies a less optimistic outlook for the
remainder of the fiscal year. Lower than anticipated
auto and retail sales in the second quarter suggest a
moderate reduction in projected Sales Tax revenue is
needed to bring it in line with currently anticipated
revenues.

Staff is still encouraged that one local internet based
business continues to gain momentum and its growth
is reflected in its contribution to the Town’s sales tax
collections.

Quarterly and Annual Revenues
5-Year History

$10,000,000
$9,000,000
$8,000,000
$7,000,000
$6,000,000
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000
$-

FY 2000

EY 2001 FY 2002

[El2nd Quarter
Actual Revenues

O Fiscal Year Total
Actual Revenues.

Fiscal Year
Budgeted
Revenues

FY 2003 - FY 2004

2nd Quarter Actual Revenues
Fiscal Year Total Actual Revenues -
Fiscal Year Budgeted Revenues

2nd Quarter Percent of Total 40.92%

$3,245945 $4,759,276 3,288,885 § 3,237,902 $ 3,217,070
$7,932,104 §$ 9,429,256 $ 6,953,880 $ 6,953,880

$ 6,800,000

50.47% 47.30% 46.56% 47.31%

Recommended Budget Revision

Reduce $150,000




FINANCIAL OUTLOOK FY 2003/04

¢  Property Tax Revenue ¢

Description

Property Tax is one of the Town’s largest revenue
sources, accounting for 22% of the Town’s budgeted
General Fund revenue for FY 2003/04.

Property Tax distributions are largely received in the
third and fourth quarters of the fiscal year, meaning
revenue receipts are not reflected proportionately in
the chart below, by quarter.

Property Tax is levied at one percent of the assessed
value of the property, of which the Town receives
approximately thirteen cents on each dollar paid to
the County Assessor’s Office. The assessed value of
real property appraised by the County Assessor is
levied at the 1975/76 assessment role value, adjusted
by a two percent inflation factor thereafter. When
property changes hands or new construction occurs,
property is reassessed to its current market value.

Real property values critically impact revenues.
With the passage of Proposition 13, voters in
California limited the tax rate that can be imposed
by the Town on property. With this limitation on
rates, the higher the aggregate property value, the
higher the revenue generated.

Analysis

According to the County Assessor’s FY2003/04
Annual Report, Los Gatos experienced an overall
6% growth increase in assessed value in FY
2002/03. While this favorable trend is offset by a
decrease in commercial property values which
declined last year, the Property Tax collections at the
end of the second quarter reflect a continued growth
increase in assessed property taxes in line with
forecast revenues. This results in a recommendation
of “no change” to budgeted revenues.

Quarterly and Annual Revenues
S-Year History

$6,000,000
$5,000,000
$4,000,000
$3,000,000
$2,000,000
$1,000,000

5 7,
FY 2000

EY 2000

2nd Quarter Actual
Revenues

DO Fiscal Year Total
Actual Revenues

M Fiscal Year
Budgeted Revenues

FY 2001 FY 2002 FY 2003 FY 2004

FY 2001 FY 2002 FY 2003 EY 2004

2nd Quarter Actual Revenues
Fiscal Year Total Actual Revenues
Fiscal Year Budgeted Revenues

2nd Quarter Percent of Total 56.67%

$ 2,110478 $ 2,450,173 § 2,127,714 $ 2,246,511 § 2,297,420
§ 3,724,022 § 4,114,196 § 4,483,521 $ 4,977,119

$ 5,338,006

59.55% 47.46% 45.14% 43.04%

Recommended Budget Revision

No Change




FINANCIAL OUTLOOK FY 2003/04

¢  Motor Vehicle In-Lieu Fee (Car Tax) ¢

Description

The State of California imposes an annual Motor
Vehicle License Fee (MVLF) on the ownership of a
registered motor vehicle, based on the vehicle’s sales
price. This fee is “in-lieu” of a personal property tax
on the vehicles. For those vehicles brought into
California from out of state, the fee is based on-the
vehicle’s market value at the time of California
registration.

After the Department of Motor Vehicles collects this
fee, the State remits the funds to the cities and
counties on a monthly basis. The State allocates the
MVLF revenue, less a small allocation for
administrative costs, by way of a complex formula
involving population and property tax revenues.

The Town has pledged this revenue as collateral for
repayment of the 1992 Certificates of Participation.

Analysis

In 1998, the legislature passed and Governor Wilson
signed a 25% permanent reduction in the MVLF
effective January 1, 1999. Effective January 2000,
the MVLF was further reduced to a total of 35% of
the full rate. The law requires the state general fund
to replace any lost revenues to cities and counties.
The MVLF was reinstated to 1998 levels on June 19,
2003

On December 17, 2003, Governor Schwarzenegger
issued an executive order rescinding the restoration
of the MVLF and appropriating $2.65 billion to
provide backfill funding for cities and counties.
Under current law, losses to cities and counties due
to the backfill gap are to be paid by August 2006.
The Town will continue its efforts to protect this
vital funding source. C

Quarterly and Annual Revenues
5-Year History

$1,800,000
$1,600,000 E2nd Quarter Actual
$1,400,000 © Revenues
$1,200,000 O Fiscal Year Total
1scal Year Tota
$1,000,000 Actual Revenues
$800,000
$600,000 ;’iscal Year Budgeted
$400,000 evenues
$200,000
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004
2nd Quarter Actual Revenues $ 692,974 $ 757,519 $ 773,837 $§ 815,923 § 572,331
Fiscal Year Total Actual Revenues $ 1,478,990 $ 1,597,247 $ 1,600,588 $ 1,722,801
Fiscal Year Budgeted Revenues $ 1,232,000
2nd Quarter Revenue Percent of Total 46.9% 47.4% 48.3% 47.4% 46.5%

Recommended Budget Revision

No Change




FINANCIAL OUTLOOK FY 2003/04

¢  Transient Occupancy Tax Revenue ¢

Description

The Town of Los Gatos levies a 10 per cent
Transient Occupancy Tax on all hotel/motel rooms
within Town limits to help fund Town services
provided to transient lodgers.

Analysis

The Transient Occupancy Revenues received in the
second quarter of the fiscal year reflects a slight
increase in occupancy rates for nearly all Town
hotels and motels. Smith Travel Research reported
on January 24, 2004, that U.S. hotels showed a 3.0
percent rise in room revenue, the chief indicator of
lodging industry health. Occupancy rose 2.3 percent

from a year earlier and the average daily rate for
rooms rose 0.6 percent, backing general industry
predictions that travel is increasing but not fast
enough to let hotels hike room prices.

Business Week also reported this month that while
the travel industry is recovering, competition is still
too intense for hotels to raise prices to previous
levels. This continued lag in room rates is reflected
through the minimal increase in the Town’s
Occupancy Tax receipts. With revenues closely
following last year’s level of activity, it is
recommended that budgeted revenues be reduced by
$70,000 at this time.

Quarterly and Annual Revenues

5-Year History
$1,400,000 g i 2nd Actual
Y ] art| tu
$1,200,000 chl.\.'e(rllll.lleser o
$1,000,000 £
I Fiscal Year Total

$800,000
$600,000
$400,000
$200,000

FY FY FY
2000 2001 2002

FY 2000

FY 2001

Actual Revenues

M Fiscal Year
Budgeted Revenues

FY
2004

EY 2002 EY 2003 EFY 2004

2nd Quarter Actual Revenues
Fiscal Year Total Actual Revenues
Fiscal Year Budgeted Revenues

2nd Quarter Percent of Total 34.20%

$ 415824 § 572,874 § 334858 § 293,570 § 312,998
$ 1,215,702 $ 1,286,276 § 788,408 $ 713,064

$ 900,000

44.54% 42.47% 41.17% 34.78%

Recommended Budget Revisions:

Reduce $70,000




FINANCIAL OUTLOOK FY 2003/04

¢ Interest Income Revenue ¢

Description

The Town eams Interest Income revenue by
investing cash not immediately required for daily
operations in a number of money market
instruments. These investments are made within
parameters as stated in the Investment Policy
approved by the Town Council. The Town’s goal is
to achieve a competitive rate of return while
protecting the safety of those funds.

Interest Income revenue for the Town is primarily
dependent upon two factors: the cash balance in the
Town’s investment portfolio, and the yield on those
funds.

Analysis

Interest income has been impacted negatively by the
historically low interest rate environment seen in
recent years. For benchmark purposes, the average
yield, recently quoted on January 29, 2004, on a
five-year Treasury Bond is 3.18%. The Town’s
interest earnings have been further impacted by a
decreasing cash balance due to the Town-wide
Capital Improvement Program emphasizing street
reconstruction in recent years. FY 2003/04 interest
earnings to date reflects this significant continued
downtrend prompting a recommended reduction of
$137,100 in budgeted revenues.

Quarterly and Annual Revenues
5-Year History

$3,500,000 [®2nd Quarter Actual
Revenues
$3,000,000
$2,500,000 O Fiscal Year Total
Actual Revenues
$2,000,000
Fiscal Year Budgeted
$1,500,000 Revenues
$1,000,000 &
$500,000
$- ’ ey
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004
2nd Quarter Actual Revenues $ 882,081 $ 1,461,312 $ 1,220,984 $ 638,036 $ 594,001

Fiscal Year Total Actual Revenues
Fiscal Year Budgeted Revenues

2nd Quarter Revenue Percent of Total

41.5%

$ 2,126,766 § 3,415,358 § 2,071,129 $ 1,336,711

$ 1,290,100

42.8% 59.0% 47.7% 46.0%

Recommended Budget Revision

Reduce $ 137,100




FINANCIAL OUTLOOK FY 2003/04

¢ Business License Tax Revenue ¢

Description

The Town of Los Gatos requires businesses to
obtain a business license if a business is located
within Town limits, or if an agent of a business
conducts operations within Town limits.

The Business License Tax is based on the type of
business activity. Activities such as retail sales,
wholesale, and manufacturing are based on
estimated gross receipts, on a sliding scale. Other
Business License Tax revenues are based on flat fees
as set forth in the Town Code.

Annual business license renewals are due and
payable in advance on January 2" of each year. New
business license applications for flat-fee based
businesses are pro-rated by quarter, from the date of
application to the end of the year.

Analysis

The Business License Tax revenue received in the
first quarter is primarily comprised of new Business
License fees. Second quarter collections were
slightly ahead of the prior year, an encouraging sign
of slow recovery.

During preparation of the FY 2003/04 budget, staff
anticipated the softening economy would affect
Business Tax fees based on gross receipts. These
revenues comprise approximately 40% of the
Business License fees while flat fees make up the
other 60% of revenue. Budgeted revenues were
therefore established at a small amount above actual
amounts received in FY 2002/03.

Quarterly and Annual Revenues
5-Year History

$1,200,000
$1,000,000
$800,000
$600,000
$400,000
$200,000 :

FY 2000 FY 2001 FY 2002

FY 2000

2nd Quarter
Actual Revenues

O Fiscal Year Total
Actual Revenues:

EFiscal Year
Budgeted
Revenues
FY 2003 FY 2004
FY 2001 FY 2002 FY 2003 FY 2004

2nd Quarter Actual Revenues
Fiscal Year Total Actual Revenues
Fiscal Year Budgeted Revenues

2nd Quarter Revenue Percent of Total  41.85%

42.87%

$ 400,413 $ 428,772 $ 499,446 § 450,284 $ 458,003
$ 956,710 §$1,000,281

$ 995699 § 970,502
$ 1,035,000

50.16% 46.40% 44.25%

Recommended Budget Revision

No Change




FINANCIAL OUTLOOK FY 2003/04

¢ Franchise Fee ¢

Description

Franchise Fees are collected by the Town for the
privilege of operating a utility service within Town
limits, and in lieu of a business license.

Franchise Fees are currently received from Comcast
for cable television services, PG&E for gas and
electric service, and Green Valley for solid waste
collection services.

Analysis

FY2003/04 Franchise Fee revenues are trending at
budget estimates.

Quarterly and Annual Revenues

5-Year History
$1,000,000 12
$900,000.
$800,000 & 2nd Quarter Actual
Revenues

$700,000

$600,000 O Fiscal Year Total

$500,000 & Actual Revenues

$400,000

$300’000 Fls;al Ygal;

$200,000 Budgeted Revenues

$100,000

$- = - = b= i
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004
FY 2000 FY 2001 FY 2002 FY 2003 FY 2004

2nd Quarter Actual Revenues $ 217466 $ 245116 $ 267,296 $§ 200,819 § 239,295
Fiscal Year Total Actual Revenues $ 836,489 § 929,865 $ 990,861 $ 897,157
Fiscal Year Budgeted Revenues $ 896,400
2nd Quarter Revenue Percent of Total  26.00% 26.36% 26.98% 22.38% 26.70%

Recommended Budget Revision

No Change




RECOMMENDED BUDGET ADJUSTMENTS
FY 2003/04 Estimated Revenues

Budget adjustments are recommended for the following revenues:

. FY 2003/04 Recommended FY 2003/04
- Revenue Adopted Adjustment Revised

Sales Tax $ 6,800,000 $ (150,000) $ 6,950,000
- Occupancy Tax $ 900,000 $ (70,000) $ 970,000
Interest Income $ 1,290,100 $ (137,100) $ 1,427,200

The revenue reductions listed above reflect declines in' economically sensitive revenues in three major
Town revenues, Sales Tax, Hotel Occupancy Tax, and Interest Income as discussed previously.

FINANCIAL SUMMARIES, PROJECTIONS AND RECOMMENDATIONS

General Fund

As stated earlier in this report, the attached Schedule of FY 03/04 General Fund Operating Revenues vs.
Operating Expenditures presents budget to actual data for the second quarter and comparison information
from the prior year. In the last column, the Finance Department projects final balances for the fiscal year
based upon the trends observed through the second quarter.



All Other Funds
Guide to Presentation:

Each of the follow presentations groups financial summaries by fund type - the types being
Special Revenue Funds, Capital Projects Funds, Internal Service Funds, and Redevelopment
- Agency Funds. In each of the following projections a similar format is presented. For
[illustration purposes, the following annotated presentation of the Solid Waste Fund provides
insight on how each of the following presentations can be read and understood by the reviewer:

Solid Waste Fund

Beginning Fund Balance $ 432,528 Audited Fund Balance July 1, 2002

Budgeted Revenues 169,400 Total Budgeted revenues for the FY 2002/03

Actual Revenues - 2nd quarter - 45,028 Actual revenues collected through December 31, 2002

Budgeted Expenditures 193,100 Total Budgeted expenditures for all accounts FY 2002/03

Total Actual Expenditures - 2nd Quarter . 92,132 Total Actual expenditures by fund through December 31, 2002
Beginning Fund Balance plus actual revenues less total

2nd Quarter Ending Fund Balance $ 385,424 expenditures 2nd Quarter

Special Revenue Fund — Special Revenue Funds, which account for the proceeds derived from specific
revenue sources that are legally restricted to special purposes include the Town’s Parking Fund, Solid
Waste Fund, Community Development Block Grant Fund, Non Point Source Fund, Sewer Maintenance
Fund, Landscaping and Lighting District Funds, and the Operating Grants Fund.

Of special note here is the Parking Fund, a new program and fund which was created to account for
parking enforcement revenues and expenditures to provide specific data regarding that activity. As
previously discussed in the FY 2003/04 adopted budget, citation revenue provides only partial funding for
this enforcement program. The FY 2003/04 budget anticipated a General Fund subsidy of $199,580 that
would be required to balance the cost of the program with the revenues collected. As discussed in the
adopted budget, FY 2003/04 is the second year of the start-up phase of the parking program and so the
need for General Fund subsidies continues. Staff is continuing to evaluate this area, as any shortfall in
this fund must be covered at year-end with a transfer from the Town’s General Fund.

SPECIAL REVENUE FUNDS FINANCIAL PROJECTIONS

Parking Solid CDBG  Non Point Sewer LID's Genl Fund

Fund ‘Waste Maint. Op Grants
Beginning Fund Balance - 352,645 1,174,793 214,893 - 92,266 95,608
Revenue from Operations:
Budget 872,980 147,155 331,800 254,340 646,690 39,940 14,750
Revenue Actuals - 2nd Quarter 228,505 45,115 11,002 159,688 646,690 38,320 -
Expenditures:
Budget-All Expenditures 872,980 214,305 383,800 254,340 646,690 52,531 -
Expenditures Actuals - 2nd Qtr by Category
Salary Expense 189,239 23,174 9,139 53,025 140,648 . - 6,921
Fringe Benefits 59,713 3,942 1,267 15,114 37,354 - 1,586
Materials & Supplies 45,537 36,573 494 1,289 11,007 21,762 (1,293)
Grants - - 269,127 - - - -
Capital Purchases - - - - - - -
Interest - - 2,850 - - - -
Internal Service 42,376 1,630 705 21,435 42,033 - 730
Transfers 7,330 33,147 37,500 95,400 6,418
Total Expenditure Actuals 2nd Qtr. 336,865 72,650 316,727 128,362 326,441 28,179 7,944

2nd Quarter Ending Fund Balance (108,360) 325,110 869,068 246,218 320,249 102,407 87,664




Town of Los Gatos
Schedule of General Fund
Operating Revenues vs. Operating Expenditures
For the period ended December 31, 2003

FY 02/03 FY 02/03 FY 02/03 FY 02/03 FY 03/04 FY 03/04 FY 03/04 FY 03/04
Final Adjusted 2nd Qtr % Adopted 2nd Qtr % Finance
Balance Budget Actuals Budget Actuals Projection
Revenues
General Property Tax $ 4,977,119 $ 5,106,000 $ 2,246,511 44% § 5,338,006 $ 2,297,420 43% $ 5,338,006
Sales & Use Tax 6,928,817 7,000,000 3,237,902 46% 6,800,000 3,217,070 47% 6,650,000
Franchise Fees 897,158 957,000 200,819 21% 896,400 239,295 27% 896,400
Transient Occ Tax 713,064 800,000 293,570 37% 900,000 312,998 35% 830,000
Business License Tax 970,554 1,000,000 450,284 45% 1,035,000 458,003 44% 1,035,000
Licenses & Permits 975,701 761,500 504,140 66% 802,000 603,823 5% 802,000
Motor Vehicle In Lieu 1,722,801 1,632,000 815,923 50% 1,232,000 572,332 46% 1,232,000
Intergovernmental 1,463,388 1,212,700, 705,980 58% 1,768,804 728,945 41% 1,768,804
Charges for Services 2,209,851 2,099,975 1,263,196 60% 2,370,536 1,434,071 60% 2,370,536
Fines & Forfeitures 187,117 78,500 78,044 99% 192,000 66,920 35% 192,000
Interest 1,461,678 1,303,850 638,036 49% 1,290,100 594,001 46% 1,153,000
GASB investment to market adj (124,967) - - -
Miscellaneous/Other 480,762 266,857 253,622 95% 133,000 72,711 55% 133,000
Authorized Use of Reserves
(Downtown Parking Pgm)
Fund Transfers 1,105,853 1,088,700 1,078,544 99% 968,820 950,325 98% 968,820
Total Revenues $ 23,968,895 $ 23,307,082 $ 11,766,570 50%  $ 23,726,666 $ 11,547,913 49% 3 23,369,566
Expenditures
Mayor & Council 128,859 150,400 63,104 42% 143,700 65,159 45% - 140,826
Clerks 368,118 359,396 176,877 49% 363,160 161,025 44% 355,897
Attorney 215,327 236,470 95,456 40% 230,060 98,334 43% 225,459
Treasurer 52,169 59,502 24,489 41% 56,560 33,238 59% 55,429
Manager 1,879,400 2,041,193 933,092 46% 1,911,740 870,725 46% 1,873,505
Comm Development 2,269,876 2,466,853 1,070,797 43% 2,443,350 1,040,228 43% 2,394,483
Parks & Public Works 4,829,722 4,749,682 2,379,151 50% 4,893,910 2,242,462 46% 4,844,971
Police 9,467,902 9,355,104 4,716,750 50% 9,029,560 4,391,079 49% 8,939,264
Community Services 950,298 983,604 378,366 38% 957,550 370,763 39% 938,399
Library 1,811,866 1,800,747 849,663 47% 1,775,265 914,774 52% 1,739,760

Total Expenditures $ 21,973,536 $ 22,202,951 $ 10,687,744 48%  $ 21,804,855 $ 10,187,787 47% 3 21,507,993

Non-Dept Expenditures (Uses)

General Government 1,412,981 1,360,093 406,636 30% 2,053,928 501,284 24% 2,012,849

Total Non-Dept Expenses $ 1,412,981 $ 1,360,093 $ 406,636 30% _§ 2,053,928 $ 501,284 24% § 2,012,849

Total Operating Expenditures $ 23,386,518 $ 23,563,044 $ 11,094,380 47% § 23,858,783 $ 10,689,071 45%  § 23,520,842

Net Operating Revenues $ 582,377 $  (255962) § 672,190 $ (132,117) $§ 858,843 N/A $  (151,276)

Budgeted Beginning Fund Balance Revenue

Budgeted Use of Reserves for Parking

Management 206,516 52,150 52,150 199,580 - 199,580

Budgeted Use of Reserves for Capital

Projects 75,000 207,857 207,857 75,000 - 75,000

Total Budgeted Use of Reserves 281,516 260,007 260,007 274,580 - 274,580

Total Reserves & Net Revenues

Available for Capital Projects 657,377 (48,105) 880,047 (57,117) 858,843 (76,276}

Operating Transfers-Parking Mgmt

Program 206,516 52,150 52,150 199,580 199,580

Capital Transfers-Budgeted Per 5

Yr CIp 75,000 207,857 207,857 100% 75,000 0 0% 75,000



Capital Projects Funds — Capital Projects Funds are utilized to account for resources used for acquisition
and construction of capital facilities by the Town. Funds included in this category are the GFAR Fund
(General Fund Appropriated Reserve), Traffic Mitigation Fees Fund, Grant Funded CIP’s Fund, Storm
Drains Fund, Utility Undergrounding Fund, and the Gas Tax Fund. Capital Project Funds are tracking in
accordance with the FY 2003/04 adopted budget. Staff is recommending no changes at this time.

In developing the FY 03/04 capital program, staff reviewed scheduled projects for potential strategic
slowdowns of expenditure activity. This slowdown will aid cash balances available for General Fund
investment earnings, in light of the aggressive capital-spending plan over the past two years. If operating
revenues will support it, staff still intends to maintain the General Fund’s current year $75,000
commitment to the Town’s Capital Improvement Plan.

The Grant Funded CIP fund sometimes displays a deficit balance because this grant fund expends Town
dollars first, then provides documentation of these expenditures to the State of California or other granting
agencies and is reimbursed for those costs, which eventually should result with the fund “breaking even”
or a zero fund balance (dollars expended equal dollars received back in grant reimbursements).

CAPITAL PROJECT FUNDS FINANCIAL PROJECTIONS

GFAR Traffic Grant Funded Storm Utility Gas

Fund Mitigation CIP's Drains - Under. Tax

Beginning Fund Balance 6,184,611 102,070 88,240 762,754 1,769,684 567,994
Revenue from Operations

Budget 144,000 - 637,165 141,800 104,900 547,310
Revenue Actuals - 2nd Quarter 326,167 - 195,535 85,381 68,360 292,078
Expenditures
Budget-All Expenditures 3,767,402 50,000 1,191,681 - - 639,499
Expenditures Actuals - 2nd Qtr by Category

Salaries 4,220

General Supplies - - - - - -

Program Costs/Capital Purchases - 10,717 _

Engineering Design 36,235 - - - - -

Construction Engineering 692,682 - 122,472 - - 376,142

Constrution 575,979 - 33,147 - : - 13,822

Transfers - 47,678 - - - 106,000
Total Expenditure Actuals 2nd Qtr. 1,319,833 47,678 155,619 - - 495,965
2nd Quarter Ending Fund Balance 5,190,945 54,392 128,157 848,136 1,838,544 364,107

Internal Service Funds - Internal Service Funds are used to finance and account for special activities and
services performed by a designated Town department for other departments on a cost reimbursement
basis. Included in this fund type are the Equipment Replacement Fund, Worker’s Compensation Fund,
General Liability Self Insurance Fund, Stores Fund, Management Information Systems Fund, Vehicle
Maintenance Fund, and the Building Maintenance Fund.

Internal Service Funds are tracking in accordance with the adopted FY 2003/04 adopted budget. No
revision to adopted revenues or expenditures is required at this time.  Staff believes there is still some
potential for further operating transfers in future years from these funds as excess balances exist in
amounts needed for funding in a number of these funds.



INTERNAL SERVICE FUNDS FINANCIAL PROJECTIONS

Equipment Workers Self Stores Mmgt Info - Vehicle Building
Replacement Comp. Insurance Systems  Maint. Maint.
Beginning Fund Balance 3,204,771 1,997,543 2,130,705 194,752 1,895,801 67,593 492,962
Revenue from Operations
Budget 478,930 516,500 623,900 88,000 831,300 515,090 1,088,380
Revenue Actuals - 2nd Quarter 239,450 250,028 319,512 49,273 432,121 256,498 562,012
‘Expenditures
Budget-All Expenditures 453,830 656,565 714,250 88,000 1,208,800 515,080 1,088,390
Expenditures Actuals - 2nd Qtr by Category
Salary Expense - 14,668 37,932 - 116,099 77,436 22,662
Fringe Benefits - 3,188 8,093 - 26,036 19,672 6,298
Materials & Supplies - 307,381 445,461 31,528 88,288 89,143 309,463
Program Costs/Capital Purchases 19,888 - - - _ - - -
Transfers 400,000 125,000 125,000 -

Total Expenditure Actuals 2nd Qtr. 419,888 450,237 616,485 31,528 230,424 186,251 338,422

2nd Quarter Ending Fund Balance 3,024,333 1,797,335 1,833,732 212,497 2,097,498 137,840 716,552

Trust and Agency Funds - Town Trust and Agency Funds have fund balances as of June 30, 2003 of
$284,396 for Parking District #88 and $193,396 in the Library Trust Funds. No budget revisions are
contemplated at this time for these funds.

Redevelopment Agency - The Agency’s FY 2003/04 and FY 2003-2008 Capital Improvement Plan
adopted budgets are incorporated into the Redevelopment Agency’s financial statements and year-to-date
actuals as presented below. The Capital Projects Fund balances include approximately $2.3 million
dollars of remaining unexpended funds from the Agency’s $10.7 million dollar 2002 COP issue that was
finalized in July 2002. The true interest cost to the Agency for that issue was at an average interest rate of
4.55 per cent, providing very favorable financing for Agency capital projects. The proceeds of the bond
issue are being used and appropriated for their intended purpose, eligible capital projects in the downtown
- project area such as the Town Plaza Reconstruction Project, Downtown Street Repair and Streetscape
Projects and Downtown Parking Improvements.

Since 1992 redevelopment agencies across the state have been required to make Educational Revenue
Augmentation Fund (ERAF) payments to the State. Because of the State budget deficit, the ERAF
requirements were increased for FY 2003/04. The Agency’s ERAF payment for this year is $209,975
compared to $104,597 due to the State the prior year. The ERAF payment will be made from fund
balance.

Once the State budget deficit was announced for FY 2002/03, a preliminary proposal from the Governor
was to take the unencumbered redevelopment agency affordable housing funds. The proposal did not go
forward and for this year was off the table. This is not to say that the funds are safe in the long term, but
they are preserved for the current fiscal year. Staff will continue to monitor threats to Housing Fund
dollars very closely to protect them as a valuable resource the for the Town’s affordable housing
programs.

For next fiscal year, FY 2004/05 and beyond, it is believed the State will always consider increasing the
ERAF payments from redevelopment agencies. Based on preliminary information, the estimated



payments from the Los Gatos Redevelopment Agency could range between $200,000 and $685,000
annually. It is anticipated that the State may allow redevelopment agencies to borrow at least a portion of
the payment from their housing funds in order to help make the payment.

It is important that the Town continue its lobbying efforts to prevent the legislature from further State
takes from Redevelopment Agency Tax Increment. It is essential to preserve the Agency’s tax increment
revenue as any take from this source will reduce the annual revenue stream. If a larger revenue take is

enacted, the lowered revenue stream will reduce the total amount of bonds the Agency can issue in the
future.

REDEVELOPMENT AGENCY FINANCIAL PROJECTIONS

Capital Debt Low &
Projects Service Meoderate Total

Beginning Fund Balance 6,207,412 3,550,572 2,651,933 12,409,917
Revenue from Operations

Budget 147,885 4,272,658 858,070 5,278,613
Revenue Actuals - 2nd Quarter 64,524 1,335,358 368,135 1,768,017
All Expenditures
Budget-All Expenditures 5,141,698 3,435,785 247,125 8,824,608
Expenditures Actuals - 2nd Qtr by Category

Salary Expense 138,402 - 11,324 149,726

Fringe Benefits 18,403 - 2,281 20,684

Materials & Supplies 337,628 9,556 185,725 532,909

Grants & Awards _ - - (126,801) (126,801)

Internal Services - - - -

Interest - 281,752 - .

Debt Service - 290,000 - 290,000

Lease Payment - 125,898 - 125,898

Capital Improvements 1,769,856 - - 1,769,356 -
Total Expenditure Actuals 2nd Qtr. 2,264,289 707,205 . 72,529 3,044,024
2nd Quarter Ending Fund Balance 4,007,646 4,178,724 2,947,539 11,133,910

CONCLUSION

Second Quarter 2003/04 results indicate some adjustments downward were needed in General Fund
revenues totaling approximately $360,000. Expenditure savings of approximately $400,000 are
anticipated that will likely provide a balance to the revenue declines forecasted at this time. The Town
continues to possess strong reserve fund balances in the General Fund with $10.9 million in designated

reserves, including the Reserve for Economic Uncertainty which remains intact in the amount of
$3,678,000.

The Town’s overall financial strength enables it to effectively manage the current economic downturn and
its associated revenue reductions through careful monitoring of revenue and expenditure trends and acting
pro-actively before a financial crisis presses upon the Town. Staff continues to closely monitor all current
year revenue and expenditure activity, mindful of the necessity to balance operating revenues with
operating expenditures. Now more than ever, the Town must also be aware of the need to develop
appropriate revenue sources for on-going operating and capital needs of the community for the future.



TOWN COUNCIL

- PROGRAM PURPOSE

The Town Council is the legislative body that represents the Town of Los Gatos. The Town Council is
comprised of five (5) Council members, with the Mayor and Vice Mayor annually appointed by Council
members each November. The Town Council operates under a Council/Manager form of government
that combines the policy leadership of elected officials in the form of a Town Council, with the
managerial expertise of an appointed Town Manager. With the assistance of Town staff, the Mayor and
Town Council identify and implement appropriate policy, program and budget priorities for the Town.

As an elective Legislature, the Town of Los Gatos Town Council’s priorities reflect, through its
regulatory and budgetary enactments, the aspirations of the citizens of Los Gatos. These priorities are
implicit in the programs adopted and set forth in the annual operating budget for the Town of Los Gatos.

PRELIMINARY ADJUSTMENT STRATEGY

Recognizing the Town’s fiscal situation, the FY 2004/05 preliminary proposed budget adjustments for
Town Council reflect a variety of expenditure reductions. When developing the reduction proposals,
consideration was given to the capacity of the existing budget and minimizing the level of impact on
internal processes and to the public. While the Tier I proposal does reflect moderate impacts, the Tier II
proposal involves a reduction of .10 FTE administrative support to the Council. However, it should be
noted that reductions to clerical/administrative FTEs in the Town Offices and Town Manager’s

Department would be implemented in coordination with an evaluation to maximize resources and
efficiencies.




» TOWN COUNCIL <3

SUMMARY OF REVENUES AND EXPENDITURES

02/03 -

01/02 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
TOTAL REVENUES $ - S - $ - S -
EXPENDITURES
Salaries and Benefits 87,558 125,100 102,612 112,100
Operating Expenditures 25,812 26,500 16,923 22,600
Fixed Assets - - - -
Internal Service Charges 7,942 8,400 9,324 9,000
TOTAL EXPENDITURES $ 121,312 $ 160,000 $ 128,859 $ 143,700
TOWN COUNCIL PROGRAM STAFFING
Full Time Equivalents (FTE)
01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Councilmembers 5.00 5.00 5.00 5.00
Administrative Analyst 0.10 0.10 0.10 0.10
Secretary to the Town Manager 0.50 0.50 0.50 0.50
Office Clerk 0.25 0.25 0.25 0.25
TOTAL PROGRAM FTE's 5.85 5.85 5.85 5.85
01/02 02/03 02/03 03/04
Temporary Staff Hours Actuals Adopted Adjusted Adopted
Intern - - - 500
TOTAL ANNUAL HOURS - - - 500
N: BUDGET BUD 04-035 Budeet Prep Mies & Schedules Study Session Schedules:Dent Oy erview Y 03-04 doe
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KEY PROGRAM SERVICES

TOWN OFFICES

Town Council
e Represents the residents of Los Gatos

e Formulates and enacts public policy in response to current and anticipated needs within political,
administrative, and fiscal constraints

e Provides community leadership as the legislative and policy-making body of the municipal
government

e Oversees Town boards and commissions

e Represents the Town of Los Gatos through coordination and collaboration with other government
agencies

NOBUDOGLT BUL G408 Budget Prep Migs & Schedules Study Session Sehedules Key  Program Sersices 1Y 03-6d.doe
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TOWN CLERK

PROGRAM PURPOSE

The Town Clerk is the elected custodian of Town records. This position functions jointly with the Clerk
Administrator position to oversee the professional administrative duties required of this responsibility.
The purpose of the Town Clerk Administration program is to serve as the official custodian of the
legislative history for the Town of Los Gatos. In this capacity, the Office of the Town Clerk preserves,
maintains, and protects Town records to accurately reflect Town actions, policies, and practices. Other
core services include notification of public meetings and hearings and the provision of passport services.

PRELIMINARY ADJUSTMENT STRATEGY

The FY 2004/05 proposed budget adjustments represent reductions in salary and benefits and operating
expenditures. When developing the proposals, opportunities having the least amount of community
impact were given priority. As a result, Tier I and Tier II propose to defund 1.0 FTE of a vacant position.

Other areas yet to be explored include future potential vacancies which could provide additional budget
savings and departmental restructuring opportunities.

Proposed clerical/administrative FTE reductions in the Town Offices and Town Manager’s Department
would be implemented in coordination with an evaluation of restructuring opportunities to maximize
resources and efficiencies.
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» TOWN CLERK 3

SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
Licenses and Permits 689 - - -
Service Charges 45,074 80,000 71,953 60,000
Other Sources 18 - . - -
TOTAL REVENUES $ 45,781 $ 80,000 $ 71,953 $ 60,000
EXPENDITURES
Salaries and Benefits 248,755 297,100 277,150 284,600
Operating Expenditures 45,308 37,000 42,260 32,310
Fixed Assets - - - -
Internal Service Charges 43,633 49,300 48,708 46,250
TOTAL EXPENDITURES $ 337,696 $ 383,400 $ 368,118 $ 363,160
TOWN CLERK PROGRAM STAFFING
Full Time Equivalents (FTE)
01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Elected Town Clerk 0.25 0.25 0.25 0.25
Clerk Administrator 0.75 0.75 0.75 0.75
Senior Deputy Clerk 1.00 1.00 1.00 1.00
Deputy Clerk 2.00 2.00 2.00 2.00
TOTAL PROGRAM FTEs 4.00 4.00 4.00 4.00
01/02 02/03 02/03 03/04
Temporary Staff Actuals Adopted Adjusted Adopted
Intern 605 605 605 -
TOTAL ANNUAL HOURS 605 605 605 -

NCBUDGET-BULD G2-05-Budeet Pren Mtes & Schedules Studv Session SchedulestDent Overview FY 03-0d doc
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'KEY PROGRAM SERVICES

TOWN OFFICES

Town Clerk
e Provides public notice of Council, Commission and Board meetings
e Provides public notice of Town Board, Commission, and Committee vacancies
e Accepts and files appropriate documents associated with municipal elections

e Acts as Filing Official for the Town's Conflict of Interest Code in conformance with the
requirements of the Fair Political Practices Commission

e Provides passport renewal services to the community
e Preserves and maintains the Town records and legislative history as required by Town Code

NBUDGETBUD 04-0503udget Prep Migs & Schedules:Study Session Schedulesiley Program Services FY 03-0d4.doc
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' TOWN TREASURER

-PROGRAM PURPOSE

The Town Treasurer is the elected custodian of Town Funds, serving a four year term. The Treasurer, as
the custodian of Town funds, provides oversight and management of the Town’s investments program,
debt administration, and banking services. Investment activities are mandated in the State Government
Code and the Town Code, and related duties within these areas of responsibility include monthly
investment reporting and preparing an annual update to the Town’s Investment Policy.

PRELIMINARY ADJUSTMENT STRATEGY

Budget Reductions were not proposed for the Town Treasurer’s Office in FY 2004/05 as the minimal
program expenditures are strictly related to basic staffing duties, service fees, and essential operating
services, without any discretionary funding available for reductions.
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* TOWN TREASURER <3

SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted

REVENUE

Interest Income 2,071,129 1,400,000 1,139,861 1,191,675
TOTAL REVENUES $ 2,071,129 $ 1,400,000 $ 1,139,861 $ 1,191,675
EXPENDITURES :

Salaries and Benefits 42,150 ' 46,900 41,911 47,600

Operating Expenditures 6,617 11,300 5,266 4,060

Fixed Assets - - - -

Internal Service Charges 7,067 5,100 4,991 4,900
TOTAL EXPENDITURES $ 55,833 $ 63,300 $ 52,169 $ 56,560

TOWN TREASURER PROGRAM STAFFING
Full Time Equivalents (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted . Adjusted Adopted
Treasurer -1.00 1.00 1.00 1.00
Sr. Account Technician 0.25 0.25 0.25 0.25
TOTAL PROGRAM FTE's 1.25 1.25 1.25 1.25
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KEY PROGRAM SERVICES

TOWN OFFICES

Town Treasurer
e Serves as custodian of all Town funds, pursuant to State Government and Town code

e Provides oversight of Town investments, including decisions related to purchases and cash
management, in conformity with adopted Investment Policy

e Provides oversight of Town Debt Service and banking service relationships
¢ Informs Town Council and Town Management of investment activity trends and results
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'TOWN ATTORNEY

PROGRAM PURPOSE

The Town Attorney is the legal advisor to the Town Council, Staff, and Redevelopment Agency. The
Town Attorney processes and evaluates all claims against the Town and manages all litigation involving
the Town.

PRELIMINARY ADJUSTMENT STRATEGY

The FY 2004/05 preliminary proposed budget adjustments were developed considering the need to
maintain the ability to provide legal advice and conduct legal transactions to support the Town
organization and Council. Given the limited capacity of the existing budget, the Tier I and Tier II budgets
proposes a reduction of .25 FTE legal assistance support to the Town Attorney from .75 FTE to .50 FTE.
Currently, funding for this position is distributed between the Attorney’s Office and the Town’s Self-
Insurance Fund.

Proposed clerical/administrative FTE reductions in the Town Offices and Town Manager’s Department
would be implemented in coordination with an evaluation of restructuring opportunities to maximize
resources and efficiencies.
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® TOWN ATTORNEY <8

SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
TOTAL REVENUES $ - $ - $ - $ =
EXPENDITURES
Salaries and Benefits 234,122 170,300 157,281 159,700
Operating Expenditures 26,936 56,100 31,636 46,400
Fixed Assets - - - -
Internal Service Charges 28,862 24,100 26,410 23,960

TOTAL EXPENDITURES $ 289,921 $ 250,500 $ 215,327 $ 230,060

TOWN ATTORNEY PROGRAM STAFFING
Full Time Equivalents (FTE)

01/02 02/03 02/03 03/04

Town Staff Actuals Adopted  Adjusted Adopted
Town Attorney 1.00 0.75 0.75 0.75
Legal Assistant 0.75 0.20 0.20 0.20
Secretary to the Attorney 1.00 1.00 1.00 1.00 *

TOTAL PROGRAM FTE's 2.75 1.95 1.95 1.95

* Defunded
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KEY PROGRAM SERVICES

TOWN OFFICES

Town Attorney

Represents the Town regarding litigation matters, including criminal prosecutions of code
violations

Serves as the legal advisor for the Town Council, Town staff, and Redevelopment Agency

Processes and evaluates all claims against the Town and manages all litigation involving the
Town

Drafts and/or reviews all proposed ordinances and resolutions

Supervises personal injury or property damage claims and related claims litigation

Reviews and/or drafts Town staff reports and contracts

Assists in the administration of the Town’s liability insurance and risk management program
Negotiates key transactions such as property acquisitions
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TOWN MANAGER’S DEPARTMENT

Town Manager’s Office

PROGRAM PURPOSE

The Office of the Town Manager ensures that all Town programs and services are provided effectively
and efficiently. It provides administrative direction, leadership, coordination and monitoring through
group and individual meetings with the Executive Management Team and the Town Council, and through
specific administrative assignments. The Manager’s Office approves and distributes all Council agenda
reports and follow up on Council decisions; fosters public awareness of municipal programs, services and
goals; and reinforces public service orientation among employees. Additionally, the Manager’s Office
acts as the Public Information Office in their efforts to respond to citizen inquiries by explaining Town
services and functions, marketing Town amenities, and investigating and solving problems and providing
information. Other duties include initiating new or special projects that enhance the Town government
and community and provide direct staff assistance to the Mayor and Town Council on special projects and
day-to-day activities.

PRELIMINARY ADJUSTMENT STRATEGY

Given the fiscal challenges facing the Town, the preliminary proposed budget adjustments for the Town
Manager’s Department reflect reductions in both salary and benefits and operational expenditures. When
developing the proposed budget adjustments, consideration was given to the capacity of the department’s
budget, its existing work load, and impact on the community. While the priority was to minimize service
impacts, implementation of the Tier I or Tier II proposed reductions would decrease service levels to
internal and external customers, due to the .25 FTE and .50 FTE, reduction in clerical support; '
respectively.

Proposed ‘clerical/administrative FTE reductions in the Town Manager’s Department and Town Offices

would be implemented in coordination with an evaluation of restructuring opportunities to maximize
resources and efficiencies.
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* TOWN MANAGER’S DEPARTMENT 3

SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
Licenses and Permits - - - -
Intergovernmental Revenues - - - -
Service Charges - - - -
TOTAL REVENUES $ - 8 - 8 - 8 -
EXPENDITURES
Salaries and Benefits 298,150 347,700 344,821 318,100
Operating Expenditures 56,397 31,000 37,258 32,000
Fixed Assets - - - -
Internal Service Charges 28,713 45,000 45,865 42,880
TOTAL EXPENDITURES $ 383,260 $ 423,700 § 427,944 $ 392,980
TOWN MANAGER PROGRAM STAFFING
Full Time Equivalents (FTE)
01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Town Manager 0.45 0.45 - 045 0.45
Assistant Town Manager 0.35 0.35 0.35 0.35
Administrative Analyst 0.50 0.80 0.80 0.80
Secretary to the Town Manager 0.50 0.50 0.50 0.50
Office Clerk 0.75 0.75 0.75 0.75
TOTAL PROGRAM FTE's 2.55 2.85 2.85 2.85
01/02 02/03 02/03 03/04
Temporary Staff Hours Actuals Adopted Adjusted Adopted
Clerical Aide 1,480 1,480 1,480 -
Intern - - - 500
TOTAL ANNUAL HOURS 1,480 1,480 1,480 500

* Defunded .25 FTE
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KEY PROGRAM SERVICES

TOWN MANAGER’S DEPARTMENT

Town Manager’s Office

Provides policy advice and staff support to the Mayor and Town Council
Provides administrative direction and leadership over Town Departments, programs, and services

Oversees the Town’s organizational and fiscal management efforts and program development and
evaluation processes

Coordinates the preparation of the annual Operating and Capital Budget
Implements the Town of Los Gatos Strategic Plan

Oversees the Town Council agenda process

Oversees the Town’s cable television franchise agreement

Addresses citizen complaints, inquiries, and requests

Monitors proposed state and federal legislation and coordinates response plan with key legislative
organizations

In coordination with Community Development Department, provides guidance and direction to
Economic Vitality Program
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TOWN MANAGER’S DEPARTMENT

Human Resources

PROGRAM PURPOSE

The purpose of the Human Resources Program is to attract, develop and retain a quality workforce. It
accomplishes this by providing effective and efficient employee recruitment and retention, professional
development, training, organizational development, compensation and classification administration,
employee relations support, safety and workers compensation administration, benefit administration, and
policy and procedure: development and administration. Employee relations activities emphasize pro-
active and preventative informal resolution of employee and management concerns. Program staff is
responsible for the development of Memorandums of Understanding (MOU) with the Town's three
bargaining units and informal discussions with the Town's management and confidential employees.

PRELIMINARY ADJUSTMENT STRATEGY

The reductions in Human Resources were approached from the perspective of maintaining a very minimal
level of core service and avoiding significant operational impacts on departments. The Tier I preliminary

proposed reductions result in a .30 FTE reduction in HR positions, and the Tier II reductions would result -
in a .375 FTE reduction.

It is likely that Human Resources will be part of a potential reorganization of administrative functions.
The goal will be to achieve operational efficiencies and cost savings in administrative services.

Additionally, staff is exploring opportunities to partner with other agencies to provide human resources
services.

SN e b B D U363 Budaet Pron Mg & SciwGules Study Session Schedides Dent Ornversen Y 034063 doc

N2 1372064




» TOWN MANAGER’S DEPARTMENT 3

SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
Licenses and Permits - - - -
Intergovernmental Revenues - - - -
Service Charges - - - -
TOTAL REVENUES - - - $ -
EXPENDITURES
Salaries and Benefits 466,853 470,700 394,032 382,700
Operating Expenditures 158,139 133,500 56,264 77,900
Fixed Assets . - - - -
Internal Service Charges 38,768 36,900 34,824 30,110
TOTAL EXPENDITURES 663,761 641,100 $ 485,120 $ 490,710
HUMAN RESOURCES PROGRAM STAFFING
Full Time Equivalents (FTE)
: 01/02 02/03 02/03 - 03/04
Town Staff Actuals Adopted Adjusted Adopted
Town Manager 0.30 0.30 0.30 0.30
Assistant Town Manager 0.50 0.50 0.50 0.50
Human Resources Director 1.00 0.80 0.80 0.80
Human Resources Specialist 2.00 1.80 1.80 1.80 *
Administrative Analyst 0.20 0.10 0.10 0.10
TOTAL PROGRAM FTE's 4.00 3.50 3.50 3.50
01/02 02/03 02/03 03/04
Temporary Staff Hours Actuals Adopted Adjusted Adopted
Project Manager 1,480 1,480 1,480 -
TOTAL ANNUAL HOURS 1,480 1,480 1,480 -

*

Defunded .30 FTE
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KEY PROGRAM SERVICES

TOWN MANAGER’S DEPARTMENT

Human Resources Department
e Provides effective administration of employee relations program
e Conducts employee training
e Administers employee benefits
e Administers recruitment and selection program
e Administers classification and compensation plans.

e Provides information and interpretation regarding Town Personnel Rules, regulations and
procedures, MOU and ordinances

e Effectively resolves personnel issues

e Maintains employee personnel files, records, and documentation

e Administers the workers’ compensation and safety programs

e Develops, implements, and maintains administrative policies and procedures
e Serves as advisor to employee recognition program
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TOWN MANAGER’S DEPARTMENT

Finance & Administrative Services

PROGRAM PURPOSE

The Finance and Administrative Services Program provides staff support for the Town’s financial
functions and responsibility, assuring both legal and fiscal accountability to the public. The Finance
program’s core services are to: provide financial oversight and administer accounting functions for all of
the Town’s funds and accounts; prepare the Town’s Annual Operating and Capital Budgets for fiscal and
service accountability; coordinate the annual financial audit and preparation of the Comprehensive
Annual Financial Report (CAFR) to verify proper fiscal practices are maintained; administer the Town’s
Business License, Accounts Payable, Accounts Receivable, and Payroll functions and oversee the Town’s
Purchasing and Claims Administrations functions, ensuring proper practices are in place and fiscal and
operational responsibility is upheld.

PRELIMINARY ADJUSTMENT STRATEGY

The Finance Department approached its budget reduction targets with an objective of maintaining staff
expertise in the delivery of essential core functions and fulfilling fiscal and legal responsibilities. With a
strategy of utilizing partial reductions of four staff positions and the elimination of operational flexibility
formerly obtained through the use of overtime hours and temporary staff, Finance will endeavor to
minimize services level impacts while maintaining core services. Under the Tier I proposal, a total of .80
FTE will be defunded along with a reduction in overtime and temporary staff hours. Under the Tier II
proposal, a total of 1.20 FTE is defunded along with the reduction in overtime, and a deeper reduction in
temporary hours.
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®» TOWN MANAGER’S DEPARTMENT 3

SUMMARY OF REVENUES AND EXPENDITURES

REVENUES
Licenses and Permits
Intergovernmental Revenues
Service Charges

TOTAL REVENUES

EXPENDITURES
Salaries and Benefits
Operating Expenditures
Fixed Assets
Internal Service Charges

TOTAL EXPENDITURES

FINANCE & ADMINISTRATIVE SERVICES PROGRAM STAFFING

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
978,297 1,000,000 970,554 1,035,000
51,176 - 1,193 -
$ 1,029,473 $ 1,000,000 $ 971,747 $ 1,035,000
717,868 882,400 776,321 824,500
67,681 118,800 108,278 122,600
72,635 87,400 81,738 80,950
$ 858,185 $ 1,088,600 $ 966,337 $ 1,028,050

Full Time Equivalents (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Town Manager 0.25 0.25 0.25 0.25
Assistant Town Manager 0.15 0.15 0.15 0.15
Finance & Admin Services Director 1.00 1.00 1.00 1.00
Accounting Manager -1.00 1.00 1.00 1.00
Finance Project Coordinator 0.75 0.75 0.75 0.75
Administrative Analyst 0.20 - - -
Accountant 0.90 0.90 0.90 1.00 *
Sr. Account Technician 1.40 1.40 1.40 1.30
Account Technician 2.00 2.00 2.00 2.00
Sr. Account Clerk 1.00 1.00 1.00 1.00
TOTAL PROGRAM FTEs 8.65 8.45 8.45 8.45
01/02 02/03 02/03 03/04
Temporary Staff Actuals Adopted Adjusted Adopted
Clerical Aide 640 - - -
Student Intern 1,200 1,200 1,200 -
Account Technician 240 240 240 300
Sr. Account Clerk 480 - - -
TOTAL ANNUAL HOURS 1,840 1,200 1,440 300

* Defunded .60 FTE
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KEY PROGRAM SERVICES

TOWN MANAGER’S DEPARTMENT

Finance and Administrative Services Department

Develop and monitor the Town’s annual operating and capital budgets in accordance with
Governmental Finance Officer Association (GFOA) guidelines

Coordinate the annual audit of the Town’s financial statements and preparation of the
Comprehensive Annual Financial Report (CAFR)

Maintain the Town’s financial information system for record-keeping and reporting of all
financial transactions '
Provide Accounts Payable and Payroll disbursement and reporting services; Accounts Receivable
invoicing, revenue collection, and cash reconcilement; and Business License Tax processing and
auditing services. '

Provide accounting, arbitrage reporting, and claim reimbursement services for bond issues

Provide oversight of procurement functions including Purchase Order processing, financial
tracking of contracts, vendor resolution issues, and proper accounting allocation
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TOWN MANAGER’S DEPARTMENT

Management Information Systems

PROGRAM PURPOSE

Management Information Systems (MIS) supports the delivery of services to all the Town’s customers
through the use of SMART technology (Sensible, Multi-modal, Accessible, Responsive, and Time phased
technology). Key services include the maintenance, replacement, and upgrade of existing technology,
and the support for new information technology initiatives.

In meeting the organization’s information technology needs, the MIS program strives to achieve the
following goals: '

v’ Continuously enhance and improve customer service

v Maintain and enhance a sound and reliable IT infrastructure
v Use information technology to provide seamless services

v’ Operate as a team to achieve information technology goals

PRELIMINARY ADJUSTMENT STRATEGY

The MIS proposed reductions for FY 2004/05 respond to the Town’s fiscal condition, while recognizing
that continued investment in information technology is a cost-effective approach to maintaining, or
potentially increasing, service delivery levels in times of fiscal constraints. Thus, reductions are first
targeted in day-to-day services, supplies and training which should not affect service delivery to a
significant extent and secondly in the Town’s funds for priority new systems to enhance services. In

addition, MIS staff is exploring opportunities to partner with other cities and agencies to implement
improvements in a cost-effective manner.
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» TOWN MANAGER’S DEPARTMENT 3

STATEMENT OF SOURCE AND USE OF FUNDS

SOURCE OF FUNDS
Beginning Fund Balance
Undesignated
Total Beginning Fund Balance

Revenues
Charges for Services
Other Sources

Total Revenues

TOTAL SOURCE OF FUNDS

USE OF FUNDS
Expenditures
Salaries and Benefits
Operating Expenditures
Fixed Assets
Internal Service Charges
Total Expenditures

Operating Transfers
Transfer to GFAR
Transfer to General Fund

Total Operating Transfers

Ending Fund Balance
Undesignated
Total Ending Fund Balance

TOTAL USE OF FUNDS

MANAGEMENT INFORMATION PROGRAM STAFFING

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
1,706,033 1,826,403 1,826,403 1,895,801
1,706,033 1,826,403 1,826,403 1,895,801

680,399 775,100 772,209 831,300

. - 150 -

680,399 775,100 772,359 831,300

$2,386,432  $2,601,503  $ 2,598,762 $ 2,727,101

231,142 234,400 242,573 312,300

312,977 461,500 373,431 756,500

15,911 375,000 86,957 140,000
560,029 1,070,900 702,961 1,208,300

- 175,000 - -

- 175,000 - -

1,826,403 1,355,603 1,895,801 1,518,301

1,826,403 1,355,603 1,895,801 1,518,301

$ 2386432  $2,601,503 $ 2,598,762 $ 2,727,101

Full Time Equivalent (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
MIS Manager 1.00 1.00 1.00 1.00
MIS Specialist 1.00 1.00 1.00 2.00
Finance Project Coordinator* 0.25 0.25 0.25 0.25
TOTAL PROGRAM FTE's 2.25 225 2.25 3.25

* Finance Project Coordinator is a shared position with the Finance Department and provides support

Jfor the Town's website.
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KEY PROGRAM SERVICES

TOWN MANAGER’S DEPARTMENT

Management Information Services

e Maintenance and upgrades of administrative network system (servers, PCs, notebooks, printers,
hardware, & software)

e Town-wide MIS replacement program purchases

e Customer technical support

e Website management

e Research and planning for new technology solutions
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COMMUNITY DEVELOPMENT
DEPARTMENT

DEPARTMENT PURPOSE

The Community Development Department guides the physical growth of the Town to maintain the
character and vitality of the community. It accomplishes this through providing current and advanced
planning, redevelopment, code compliance, building inspection, and other development-related activities.
The community assists the Department’s efforts through participation on the Planning Commission,
Development Review Committee, Historic Preservation Committee, Conceptual Development Advisory
Committee, General Plan Committee, Architectural Standards/Hillside Committee and related
subcommittees, all of which are supported by Department staff. In coordination with the Town

Manager’s Office, guides management of the Redevelopment Agency and the Town’s Economic Vitality
and Affordable Housing Programs.

PRELIMINARY ADJUSTMENT STRATEGY

In keeping with the Town’s financial policies, the development-related services provided by the
Community Development Department (CDD) are supported by fees based .on the actual costs of the
services. CDD’s objective is to achieve cost recovery.

CDD’s approach to developing the preliminary budget was first to ensure cost recovery in three areas as
follows: increasing the building permit valuation factor; implementing the new Administration Citation
Program; and tracking planning projects that have exceeded the fee collected. The anticipated revenues

will provide cost recovery for building inspection, plan check services, and planning services to reduce
- the General Fund subsidy.

In the event that Council does not choose to pursue these fee increases for cost recovery, CDD will
approach cost savings through staff reductions. The staff reductions would result from reorganization of

the duties within CDD in the areas of Advanced Planning, Development Review and Inspection
Services.
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» COMMUNITY DEVELOPMENT DEPARTMENT 3

DEPARTMENTAL SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
" Licenses and Permits 610,207 660,000 785,503 660,000
Service Charges "~ 907,476 930,000 1,024,101 1,076,000
Other Sources (71) - (11) -
TOTAL REVENUES 1,517,612 1,590,000 1,809,593 1,736,000
EXPENDITURES
Salaries and Benefits 1,356,631 1,831,900 1,589,536 1,779,600
Operating Expenditures 485,444 462,750 450,852 436,450
Fixed Assets 33,665 16,000 - -
Internal Service Charges 196,542 237,600 229,490 227,300
TOTAL EXPENDITURES $2,072,282 $2,548,250 $2,269,877 $2,443,350
EXPENDITURES BY PROGRAM
Administration 415,047 213,600 185,305 155,600
Developmental Review 630,524 910,900 848,707 900,050
Code Compliance 45,899 115,700 100,999 117,510
Inspection Services 675,401 872,100 847,916 906,280
Advanced Planning 305,410 435,950 286,950 363,910
TOTAL EXPENDITURES 2,072,282 2,548,250 2,269,877 2,443,350
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@ COMMUNITY DEVELOPMENT DEPARTMENT 3

COMMUNITY DEVELOPMENT DEPARTMENT STAFFING

Full Time Equivalent (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Community Development Director 1.00 1.00 ~1.00 1.00
Asst. Community Development Director 1.00 1.00 1.00 1.00
Administrative Analyst 0.75 0.75 0.75 0.80
Administrative Secretary 1.00 1.00 1.00 1.00
Secretary I 1.00 1.00 1.00 1.00
Associate Planner 4.00 4.00 4.00 4.00
Planner 1.00 1.00 1.00 1.00
Assistant Planner 1.00 1.00 1.00 1.00
Counter Technician 2.00 2.00 2.00 2.00
Code Compliance Officer 1.00 1.00 1.00 1.00
Sr. Building Inspector 1.00 1.00 1.00 1.00
Building Inspector 4.00 4.00 4.00 4.00
Plan Check Engineer 1.00 1.00 1.00 1.00
TOTAL PROGRAM FTEs 19.75 19.75 19.75 19.80
01/02 02/03 02/03 03/04
Temporary Staff Hours Actuals Adopted Adjusted Adopted
Intern , 1,040 1,040 1,040 1,040
Assistant Planner 1,040 1,040 1,040 -
TOTAL ANNUAL HOURS 2,080 2,080 2,080 1,040
* Defunded .40 FTE
** Defunded 1.0 FTE

o
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KEY PROGRAM SERVICES

COMMUNITY DEVELOPMENT DEPARTMENT

Administration Program
e Set and monitor goals for the department and staff
e Manage department operations, including the budget
e Provide support for Town Council and Planning Commission meetings
e Provide support on Town projects and initiatives including planning and building issues

Development Review Program
Provide Staff support to the following boards and commissions:
¢ Planning Commission
e Development Review Committee
e Historic Preservation Committee
e Conceptual Development Advisory Committee
¢ General Plan Committee
e Architectural Standards/Hillside Committee
e Various subcommittees

Analyze and process the following types of applications:
¢ General Plan amendments

¢ Town Code amendments

® Rezoning

e Architecture and Site

® _Variances

e Conditional Use Permits

e Minor Residential Development and Subdivisions
e Agricultural Preserve Contracts

® Home Occupation Permits

e Certificates of Use and Occupancy
e Sign Permits

¢ Secondary Dwelling Units

e Mobile Home Park Conversions

e Environmental Review

Code Compliance Program
® Resolve complex Town code and zoning violations
e Enforce various Town codes while focusing on obtaining voluntary compliance from the public
® Educate the public about Town regulations for accessory structures, inoperative vehicles, rubbish,

NI BUGDOGET-BULD 03-05 Budger Prep Migs & Schedules:Studs Session Schedules ey Program Serices 1Y 03-04.doc




signs, fences, and other related matters
Review Home Occupation Permits (HOP) for proper use in residential zones

Conduct cursory inspections/investigations of structures/residences concerning public health
related issues '

Coordinate with the Finance Department to ensure all businesses have a correct business license

Inspection Services Program
Inspection Services:

Perform on-site field inspections for all buildings and structures under construction
Investigate Housing Code violations
Assist contractors, architects, engineers, and the general public with construction questions

Building Counter Services:

Coordinate building permit applications with other departments and agencies

Review worker’s compensation requirements and contractors’ licenses

Maintain the computerized permit tracking and plan check systems including data entry for
permit activity

Produce and distribute reports on statistical information regarding building and related permit
activity

Distribute and track plans, and calculate and collect fees

Plan Check Services.:

Perform complex professional building, structural and life safety plan review of commercial,

®
industrial and residential building per the Uniform building codes, state regulations, and local
ordinances.

e Coordinate building information and activity with other department and agencies

e Provide building code information to customers

Advanced Planning

e Preparation of plans, amendments, administrative policies, ordinances, and maps

e Management of consultants assisting with the General Plan Work Program

NTBUDGET-BUD 04-05:Budget Prep Mtgs & Schedules:Study Session Schedules'Key Program Serviees FY 03-04.doc
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POLICE DEPARTMENT

DEPARTMENT PURPOSE

The Los Gatos/Monte Sereno Police Department provides public safety services to the Town of Los
Gatos and to the City of Monte Sereno. The principal goals of the Department are to: reduce crime
through prevention, detection, and apprehension; provide for the safe and orderly movement of vehicular
traffic through traffic calming strategies, enforcement, accident prevention and investigation; provide
public safety through regulation and control of hazardous situations; recover lost and stolen property; and
prevent crime through innovative problem solving and programs reflecting community needs. The
Department also emphasizes a strong Police/Community partnership through innovative volunteer
programs such as Reserve Police Officers, Volunteers In Policing (V.LP.), Disaster Aid Response Team
(D.A.R.T.), Police Chaplain program, Parking Citation Hearing Officers, Pipe and Drum Team, and the
Police Explorer Scout program.

PRELIMINARY ADJUSTMENT STRATEGY

The Police Department’s core purpose is to provide public safety services to the residents of Los Gatos
and Monte Sereno. When developing its budget proposals, the department held preservation of these
public safety services as its first priority. The budget adjustments proposed were selected from the field of
available options because they would have the least impact on provision of public safety services, and on
those auxiliary services which directly support the public safety function. Within the overall goal of
preserving public safety services, the proposals are focused on three adjustment strategies: create new
revenue opportunities, target expenditure reductions to areas which would have the least impact on
service delivery, and avoid layoff of employees (including holding personnel vacancies as they arise).

The department is proposing a new revenue opportunity, to create a vehicle impound area at the
Corporation Yard, for storage of impounded vehicles. This idea needs more detailed analysis, including
start-up and implementation costs and further understanding of revenue expectations. Factors to be
considered regarding implementation of this proposal include the capacity of the Corporation Yard
facility to absorb this use of space, any capital improvements that would be required, security for the

stored vehicles, any traffic impacts in the area, and an administrative process for checking vehicles in and
out.

The department is also proposing an Alarm Licensing Program revenue opportunity. Under this proposal,
owners of all private security alarms would be required to obtain a license from the department. Factors
to be considered when planning an implementation strategy include the need to amend the Town Code to
require security alarm licenses, a public education campaign to publicize the new requirement, the policy
for residential versus commercial alarm owners, an administrative process for issuing licenses, and any
violation fees to be charged for non-compliance.
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* POLICE DEPARTMENT 3

Both the Tier I and Tier II revenue impacts for these ideas assume full implementation of this proposal;
however, it likely would require more than one fiscal year to realize full benefits. If the projected revenue
is not achieved in the first year, other offsetting measures would need to be taken in' the Police
Department or elsewhere to make up the difference.

In the parking management service area, the department is proposing adjustments that would affect its
ability to implement the zoned Downtown Parking Management Plan. The department will be
seeking Council input on its desired direction for future Downtown parking management policy at a
future Council meeting.

Preliminary Tier I budget adjustments would result in the reduction of a total 3.5 FTE filled positions and

Tier IT budget adjustments would result in the reduction of an additional 2.5 FTE filled positions and 2.0
vacant positions.
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® POLICE DEPARTMENT 3

DEPARTMENTAL SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted

REVENUES

Intergovernmental Revenue 993,810 884,700 902,564 789,926

Service Charges 324,645 309,500 316,571 303,061

Fines and Forfeitures 66,693 36,000 132,891 125,000

Other Sources 60,791 - 23,886 -
*  Parking Management Program 423,690 - - -

TOTAL REVENUES $ 1,869,629
EXPENDITURES

Salaries and Benefits 7,105,249

Operating Expenditures 774,223

- Fixed Assets 27,768

Internal Service Charges 1,377,208

*  Parking Management Program 497,669

$ 1,230,200

7,634,300
723,690

1,237,600

$ 1,375,911

7,466,053
781,821
3,833
1,216,196

$ 1,217,987
7,242,800
658,960

1,127,800

TOTAL EXPENDITURES $ 9,782,117

EXPENDITURES BY PROGRAM

Administration $ 427,653
Records and Communications $ 1,378,788
Patrol $ 4,568,000
Investigations $1,325,737
Traffic § 712,267
Personnel & Community Srves $ 872,002

* Parking Management Program $ 497,669

$ 9,595,590

$ 342,600
$ 1,424,125
$ 4,588,525

$1,555,040
$ 851,900
$ 833,400
$ -

$ 9,467,902

$ 329,409
§ 1,345,011
$ 4,498,637
$1,650,856

841,832

$ 9,029,560

$ 322,720
$ 1,263,375
$ 4,149,375

$1,668,240
$ 861,440
$ 764410
$ -

TOTAL EXPENDITURES $ 9,782,117

Parking Management Program is reflected in Fund 207
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* POLICE DEPARTMENT <3

POLICE DEPARTMENT STAFFING

Full Time Equivalents (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Chief of Police 1.00 1.00 1.00 1.00
Police Captain 2.00 2.00 2.00 2.00
Police Sergeant 9.00 9.00 9.00 9.00
Police Officer 34.00 34.00 34.00 34.00
Community Services Officer 4.00 4.00 4.00 4.00
Crime Analyst 1.00 1.00 1.00 1.00
Records Communications Manager 1.00 1.00 1.00 1.00
Secretary to Chief 1.00 1.00 1.00 1.00
Communications Dispatcher 8.00 8.00 -8.00 8.00
Administrative Analyst 1.00 1.00 1.00 1.00
Police Records Specialist 4.00 3.00 3.00 3.00
Parking Coordinator 1.00 - - -
Parking Control Officers 10.00 - - -
TOTAL PROGRAM FTEs 77.00 65.00 65.00 65.00
01/02 02/03 02/03 03/04
Temporary Staff Hours Actuals Adopted Adjusted Adopted
Community Service Officer Interns 8,320 9,360 9,360 2,080
Communication Dispatcher - Temp 520 520 520 520
TOTAL ANNUAL HOURS .8,840 9,880 9,880 2,600

*Defunded 1.0 FTE
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KEY PROGRAM SERVICES

POLICE DEPARTMENT

Administration Program

Develop and monitor the department’s annual operating budget
Administer department operations
Provide policy and philosophy guidance

Records and Communications Program

Records

e Respond to customer inquiries

e Process police reports and citations

e Process criminal and traffic warrants

e Provide fingerprint services to citizens

Communications

e Respondto 911 calls and other emergency/non emergency calls

e Provide dispatch service to Patrol

e Dispatch emergency personnel

e Handle customer inquiries

- - — e - -Maintain-audio recordings-of radio and phone traffic; provide copies for court and department use

Patrol Program :

e Respond to calls for service .

e Support the Department’s traffic enforcement and traffic control program

e Investigate crimes and traffic accidents

e Solve citizen problems using proactive problem oriented policing techniques

e Perform directed patrol and self initiated activity during non committed time

e Opversee Disaster Aid Response Team (DART) and Reserve Police Officers

e Provide emergency services '
Investigations Program

e Investigate and solve crimes

e Assist in the prosecution of offenders

¢ Provide services to victims

e Provide diversion opportunities and counseling to local youth

L ]

Assist in management of property and evidence
Monitor and register narcotics and sex. offenders
Provide strategic and tactical crime analyses
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Traffic Program

Respond to and investigate traffic accidents
Educate the public on traffic safety

Personnel and Community Services Program

Provide personnel management and development
Manage volunteer program

Coordinate emergency management response, training of personnel and maintenance of
Emergency Operations Center (EOC)

Provide services and support to all Los Gatos schools via the two school resource officers and
DARE Program

Participate in numerous crime prevention programs including National Night Out, school
safety/security, personal security, Drug Free Community, and rape awareness

Provide timely information and crime data via the Police Connection Cable TV show
Develop, coordinate, and manage the Community Emergency Response Team

Parking Management Program

Manage the Parking Management Program

Monitor and enforce municipal code and vehicle code regulations

Communicate with and educate residents, businesses, and visitors on parking regulations
Monitor residential, town employee, and business employee parking permits

Coordinate and implement Holiday Parking Program and promotion
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PARKS & PUBLIC WORKS
DEPARTMENT

DEPARTMENT PURPOSE

The Parks and Public Works Department (PPW) is responsible for maintaining the Town’s public parks,
facilities, and infrastructure. Four organizational units (Administration, Parks and Forestry, Engineering
and Capital Projects, and Streets and Signals Programs) work in coordination to achieve the Department’s
overarching goal of ensuring these public use areas are safe, functional and attractive. Additional services
that support these objectives include: the Facilities and Vehicle Maintenance, Sanitary Sewer
Maintenance, and Non-Point Source Programs. In addition to providing ongoing maintenance activities,
PPW staff provide information and outreach to Town residents, merchants, and the public concerning the
Department’s programs and activities that are available or projects that may affect them. The Department

strives to provide residents and the business community with the highest quality service possible, with
dedication and professionalism.

PRELIMINARY ADJUSTMENT STRATEGY

In developing the preliminary budget proposals for FY 2004/05, the Parks and Public Works Department
Jooked for solutions to enable the department to continue to provide core services as much as possible.
The first approach was to identify opportunities to better align service costs with funding sources. This
approach relieves the General Fund of certain expenditures more appropriately funded elsewhere, such as
the Redevelopment Agency and Solid Waste Special Revenue Funds. Maintaining certain current
vacancies and reallocating existing staff to meet current service levels in core services is another approach
used by the department. In addition, the department is exploring partnerships with other local agencies
to share expenses for similar services.

Through attrition and partial vacancies, the department will continue to allocate staff resources to provide

basic core services to the extent possible. The department anticipates additional vacancies in the next
fiscal year. Tier II reductions will result in defunding 2.5 FTE of vacant General Fund positions.
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& PARKS & PUBLIC WORKS DEPARTMENT 3

DEPARTMENTAL SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adjusted Estimated Adopted
REVENUES
Miscellaneous Taxes 11,375 11,000 9,161 11,000
Licenses & Permits 79,946 81,500 91,803 101,000
Intergovernmental 1,932 - - -
Service Charges 147,368 164,700 298,476 332,200
Other Sources 71,226 50,000 109,152 50,000
TOTAL REVENUES 311,847 307,200 508,591 494,200
EXPENDITURES
Salaries and Benefits 2,405,357 2,810,900 2,728,678 3,052,500
Operating Expenditures 1,133,254 1,017,982 1,201,535 998,790
Fixed Assets 40,189 23,300 21,347 17,500
Internal Service Charges 879,665 897,500 878,161 825,120
TOTAL EXPENDITURES 4,458,465 4,749,682 4,829,721 4,893,910
EXPENDITURES BY PROGRAM
Administration 537,711 193,810 192,167 261,350
Park Services 1,694,665 1,902,630 1,856,301 1,872,050
Engineering & Capital Projects 717,979 1,083,523 1,090,427 1,216,760
Streets/Signals/Sidewalks 1,508,111 1,569,719 1,690,826 1,543,750
TOTAL EXPENDITURES 4,458,465 4,749,682 4,829,721 4,893,910
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= PARKS & PUBLIC WORKS DEPARTMENT 3

PARKS & PUBLIC WORKS DEPARTMENT STAFFING

Full Time Equivalent (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Parks & Public Works Director 1.00 0.80 0.80 1.00
Administrative Analyst 1.00 1.00 1.00 1.00
Administrative Specialist 1.00 1.00 1.00 1.00
Public Works Specialist 1.00 1.34 1.34 1.60
Superintendent 1.70 1.70 1.70 1.60
Town Arborist 1.00 1.00 1.00 1.00
Facilities Coordinator - - - 0.25
Lead Parks & Maintenance Worker 2.00 2.00 2.00 2.00
Senior Parks & Maintenance Worker 3.00 3.00 3.00 3.00
Parks & Maintenance Worker 13.00 13.00 13.00 11.25
Tree Trimmer / High Climber 1.00 1.00 1.00 1.00
Parks Service Officer 2.00 2.00 2.00 2.00
Town Engineer 1:00 0.80 0.80 1.00
Associate Civil Engineer 4.00 3.80 3.80 3.80
Sr. Engineer Technician 1.00 1.00 . 1.00 1.00
Sr. Engineering Inspector 1.00 1.00 1.00 1.00
Engineering Inspector 1.00 1.00 1.00 1.00
TOTAL PROGRAM FTEs 35.70 35.44 35.44 34.50
01/02 02/03 02/03 03/04
Temporary Staff Hours Actuals Adopted Adjusted Adopted
Maintenance Assistant 5,970 5,970 5,970 6,100
Seasonal Park Ranger 80 105 105 -
Ticket Booth Attendant 101 300 300 -
Office Intern 1,040 1,040 1,040 1,495
TOTAL ANNUAL HOURS 7,191 7,415 7,415 7,595

* Departmental FTEs include General Fund Programs only

** Defunded 1.0 FTE
***Defunded .20 FTE
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KEY PROGRAM SERVICES

PARKS AND PUBLIC WORKS DEPARTMENT

Administration Program
e Provide regulatory and project updates and obtain feedback from staff
e Manage departmental budget

¢ Pursue grant funding to enable Town to implement key projects

e Facilitate neighborhood meetings to discuss concerns related to traffic calmmg, street
improvements, and other parks and public works related issues

e Provide staff support to the Parks Commission and Transportation and Parking Commission and
assist in coordination of Commission-sponsored projects

e Provide support for town-wide committees having mutual pro;ect interests, such as the Chamber
of Commerce’s Beautification Committee

e Oversight of department’s employee training and safety programs

Parks & Forestry Program
Park Maintenance

e Maintain and improve 62 public sites includiﬁg 12 parks, the Los Gatos Creek Trail, three open
space areas, 15 acres of landscaping for median islands and parking lots, and grounds
maintenance for five Town owned buildings

Urban Forestry Program

e Maintain all park, median island trees and plants, and all trees planted on public property

e Coordinate the tree removal permit process to protect trees and manage tree inspection services
Park Service Officers

e Provide public assistance, user safety and code enforcement in the Town’s parks system,
patrolling the park system seven days per week

e Conduct interpretive programs and educational programs at parks and local schools annually
Volunteer Projects

e Coordinate volunteers, including high school students, who maintain and construct parks related

projects, including parks and trails system improvements, debris removal and roadside weed
abatement

e Supervise the Department of Corrections Work Furlough Program for clean-up projects
Open Space Maintenance Districts

e Oversee contract services for six Landscaping and Lighting Benefit Assessment Districts

e Maintain three Town-owned open space areas: Heinz, Santa Rosa and Novitiate Open Space
Areas

Park Improvements

e Conduct ongoing maintenance and improvement projects, as needed, to ensure equipment and
facilities are functional and in safe operating condition

N BUDGET B 03-05 Budger Prep Migs & Schedules Study Session Schedules Koy Program Services FY 03-04.dow




Special Events

® Provide support services for Town-sponsored events, in particular the annual Keep Los Gatos
Beautiful Month, Music in the Park, Screen on the Green, 4th of July event,, and the downtown
tree lights and holiday tree lighting ceremony in the Town Plaza. Services for other agency-
sponsored events are provided on a cost-recovery basis

Parks Use and Reservation System
e Manage the park reservation and user fee system

Engineering & Capital Projects Program
Capital Improvement Projects

® Provide plans, specifications, estimates, right-of-way plans, property descriptions for Town
projects, coordinate consultants and administer contracts

e Design and administer projects for the annual Capital Improvement Program, including curb,
gutter and sidewalk improvement analysis

Development Projects
e Review development applications for compliance with Town grading and engineering standards
e Review plans and approve final maps (tracts) and parcel maps as required by state law

¢ Conduct inspections of work within the public right-of-way through the encroachment permit
process ‘

e Process all petitions for annexation

Traffic Engineering
e Perform traffic engineering analysis
e Manage neighborhood traffic concerns and requests, including traffic calming program

Information Services
e Provide assistance to the public regarding right-of-way issues

Streets & Signals Program
Street Maintenance/Traffic Signal Program

e Maintain traffic signs along public streets
® Maintain visibility of pavement markings, including crosswalks, red curbs and roadway striping
¢ Maintain 29 signalized intersections and 2,062 street lights in the public right-of-way

Street Maintenance/Pavement
e Maintain and repair over 105 miles of public streets and 19 parking lots
e Maintain storm drain basins, ditches and culverts

Sidewalk Maintenance Program
¢ Coordinate concrete sidewalks, curbs and gutters replacement program with CIP program

e Maintain the cleanliness of sidewalks, benches and waste receptacles in the business districts
using pressure washing equipment

Special Events
e Provide support services to Town-sponsored events

e Install banners and flags throughout Town at various times during the year to celebrate national
and local events, such as the 4th of July
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COMMUNITY SERVICES
DEPARTMENT

DEPARTMENT PURPOSE

The Community Services Department serves as the center for programs which enrich the life of the
community. The Department is committed to the following:

e Identifying and responding to the needs of a diverse population, with programs that serve seniors,
youth, families, homeowners, renters, and low-income residents

e Promoting a spirit of hometown community by including volunteers and program participants as
integral parts of ongoing projects

e TFacilitating communication between local human service providers in order to increase
effectiveness and to continually improve programs through shared expertise

e Managing Town compliance with a variety of federally mandated programs, targeting those
resources toward identified local priorities '

PRELIMINARY ADJUSTMENT STRATEGY

The core services of the Community Services Department include senior services, volunteer services, arts
and cultural services, housing services, solid waste management services, and community center facility
services. When developing its budget proposals, the department held preservation of these core services
as its first priority. Given the preliminary budget proposals, the way in which these services are provided
in the future will require some policy-level considerations.

The department is responsible for managing the Neighborhood Center. The Council's adopted use policy
for this facility states that it shall be managed in a way which benefits local senior citizens, youth, civic
and service groups, and community residents. Proposed adjustments in this area would reduce the staff
and other resources dedicated to the Neighborhood Center, and result in reducing the number of hours
each week that the facility is available for community use, and in eliminating the use of the facility for
private parties such as wedding receptions. Implementation of any adjustments will need to include
consideration of factors including the desired purpose for the facility in future, the cost and availability of
similar services at other local facilities, actual and projected use volume, and the optimum configuration
of staff and other resources to meet desired service levels.

The Town grants a total of $100,020 in General Fund monies annually to local nonprofit organizations,
which provide human services and art, cultural, and educational programming. The department is
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2 COMMUNITY SERVICES DEPARTMENT 3

proposing to reduce the total amount of funds available consistent with the Tier I and Tier II adjustments
that the Town organization is proposing for its operations. During the application process this year,
nonprofit agencies were notified that the amount of funding might be reduced. At the April 5, 2004
Council meeting, staff will be bringing forward Community Services Commission and Arts Commission
grant allocation recommendations for specific Tier I and Tier II strategies.

The department also proposes to reduce (Tier I) or eliminate (Tier II) the annual grant to the Los Gatos
Museum Association (LGMA) . This annual grant is provided under a non-competitive 10-year grant
contract, which states that the Town may suspend grant payments at any time that the Town finds it has
insufficient funds available. Staff has had initial conversations with the Executive Director and President
of the Board of Directors, who has brought the issue to the full Board of Directors.

This same approach of making Tier I and Tier Il reductions consistent with the organization's
reductions is being proposed for the annual service contract with the Chamber of Commerce. Discussions
with the Chamber would need to occur to build the Chamber budget in such a way that it achieves the
Town's highest priorities in the area of economic vitality.
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® COMMUNITY SERVICES DEPARTMENT <3

DEPARTMENTAL SUMMARY
GENERAL FUND REVENUES AND EXPENDITURES

01/02 02/03 02/03 - 03/04
Actuals Adopted Estimated Adopted
REVENUES
Service Charges 5,055 111,375 85,433 97,350
Interest - - - -
Other Sources 55,331 59,000 68,364 58,000
TOTAL REVENUES 60,385 170,375 153,797 155,350
EXPENDITURES
Salaries and Benefits 314,535 358,200 331,149 362,700
Operating Expenditures 150,530 193,300 175,991 171,050
Grants 213,726 213,576 199,263 182,450
Fixed Assets - - - -
Internal Service Charges 233,602 242,600 243,897 241,350
TOTAL EXPENDITURES 912,394 1,007,676 950,299 957,550
EXPENDITURES BY PROGRAM
Administration - 222,601 165,050 140,779 159,260
Neighborhood Center 391,167 462,400 436,098 445410
Housing Program - 83,150 80,694 86,860
Community Grants 231,434 245,976 234,042 215,560
Arts & Culture 67,193 51,100 58,686 50,460
TOTAL EXPENDITURES 912,394 1,007,676 950,299 957,550
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x COMMUNITY SERVICES DEPARTMENT 3

COMMUNITY SERVICES DEPARTMENT STAFFING

Full Time Equivalent (FTE)

01/02 02/03 02/03 03/04
Town Staff Actuals Adopted Adjusted Adopted
Community Services Director 0.75 0.75 0.75 0.75
Administrative Analyst 0.30 0.30 030 0.30
Administrative Secretary 0.90 0.90 0.90 0.90
Secretary I 1.00 0.95 0.95 0.95
Senior Coordinator 1.00 1.00 1.00 1.00
Volunteer Coordinator 0.75 0.75 0.75 0.75
TOTAL PROGRAM FTE's 4.70 4.65 4.65 4.65
01/02 02/03 02/03 03/04
Temporary Staff Actuals Adopted Adjusted Adopted
Office Clerk 160 160 160 160
Facility Attendant 470 470 470 470
TOTAL ANNUAL HOURS 630 630 630 630

*Defunded .95 FTE

Additional Community Services Department staffing FTE s are located in Special Revenue Funds.
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KEY PROGRAM SERVICES

COMMUNITY SERVICES DEPARTMENT

Administration Program

Produce and distribute two issues of the Town newsletter annually, and other communications
materials as needed

Manage the Departmental budget, and track fiscal and program performance

Provide staff support to the Community Services Commission, its subcommittees, ad hoc
committees, and projects

Manage implementation of the General Plan’s Human Services Element
Manage effective use of Departmental personnel and related resources

Neighborhood Center Program

With Building Maintenance staff, manage Neighborhood Center facilities improvements
Manage long-term Neighborhood Center leases

Manage event-based use of the Neighborhood Center

Manage the Town’s Volunteer Program

Manage the Senior Program and the Senior Center

Monitor local provision of human services and serve as a resource for local nonprofit service
agencies

Manage Town-wide special events, such as Screen on the Green and the annual July 4™
Celebration.

Housing Program

Administer the Below Market Price Housing Program, in cooperation with the Community
Development Department

Administer the Rental Dispute Resolution Program

Provide staff support to the Rent Advisory Committee, its subcommittees, ad hoc committees,
and projects

Monitor the Town’s affordable housing program, and assist with implementation of the General
Plan’s Housing Element

Community Grants Program

Manage annual Community Grant allocation process
Administer annual grant agreements; track performance and funds distribution

Monitor local provision of human services, and serve as a resource for local nonprofit service
agencies

NCBUDGET BLD D4-08 Budget Prep Migs & Sehiedules Study Session Schedules:Key Progran Sersices FY (13-G4.doc




Arts & Culture Program
e Provide staff support to the Arts Commission, its subcommittees, ad hoc committees, and projects
e Provide staff support to the Art Selection Panel, its subcommittees, ad hoc committees, and
projects
e Provide program oversight, staff support, and fiscal accounting for Music in the Park
e Provide program oversight, staff support, and fiscal accounting for Art in the Council Chambers
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LIBRARY DEPARTMENT

DEPARTMENT PURPOSE

The Los Gatos Public Library serves as the Town’s primary provider of information services, provides
access to library materials and digital resources, promotes lifelong learning, and provides educational
support. The Department provides collections and services which anticipate the needs of the community;
encourages an interest in reading and learning; supports students at the elementary and secondary level
with appropriate materials and services; provides current library technologies and training in how to use
them; creates a welcoming environment for children which encourages their curiosity, imagination,
creativity, and a permanent love of reading; and provides a knowledgeable and service-oriented staff
responsive to the community’s need for access to the world of information and ideas. The Library
provides current, high-demand, high-interest materials in a variety of formats for people of all ages, as
well as more traditional resources. Dedicated to the spirit of a learning community, the Library provides a

year-round series of children’s and teen programs, Summer Reading Clubs, and a book discussion group
for adults.

- PRELIMINARY ADJUSTMENT STRATEGY

The Library approached its reduction targets with the goal to preserve as much direct public service as
possible. The two major categories of the Library’s budget are materials and staffing. The Library’s
materials budget was reduced by 48% in FY 2002/03, to a level that places Los Gatos near the bottom
among Bay Area cities in expenditures per capita (see Attachment 1). Over the past year, the Library has
undertaken efforts to generate public contributions for the materials collection (see Attachment 2);
however, these efforts have not yielded significant dollars.

Since further reductions to the materials budget would not be sustainable, the Library focused on staffing
for its reduction proposals. Reductions in staffing result in reduced open hours for the Library, largely
due to the configuration of the Library, which occupies two floors and offers three points of public
service, and to the level of staff needed to deliver services, such as staffing the public service desks,
providing reference services, ensuring a safe environment for library patrons, and accomplishing the
behind-the-scenes tasks which make operation of the library possible, such as acquisitions, cataloging,
and processing of materials.

The proposed reductions in Library hours were based on an understanding of the level of use of the
Library at different times and on the ability to schedule the appropriate level of staffing. In the Tier I
proposal, the Library budget is reduced by .25 FTE and 3,068 temporary staff hours through reducing
twelve library hours (three hours on each of four weekdays). Under the Tier II proposal, the Library
budget is reduced by 1.45 FTE and 5,317 temporary hours by reducing 22 library hours per week and
remaining open five, eight hour days per-week. The Library would work with neighboring libraries to
attempt to coordinate open hours such that a nearby library could be available at most times.
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© LIBRARY DEPARTMENT 3

DEPARTMENTAL SUMMARY OF REVENUES AND EXPENDITURES

01/02 02/03 02/03 03/04
Actuals Adopted Estimated Adopted
REVENUES
Intergovernmental Revenues 45,473 30,000 26,070 -
Service Charges 3,672 3,500 3,734 3,500
Fines and Forfeitures ‘ 51,490 42,500 54,226 67,000
Other Sources - - - -
TOTAL REVENUES $100,635 $76,000 $84,030 $70,500
EXPENDITURES
Salaries and Benefits 1,069,350 1,196,200 1,149,009 1,200,300
Operating Expenditures 292,521 311,500 281,201 214,665
Fixed Assets 6,325 - - -
Internal Service Charges 318,439 374,900 381,656 360,300
TOTAL EXPENDITURES 1,686,635 1,882,600 $1,811,866 $1,775,265
EXPENDITURES BY PROGRAM
Administration 166,703 225,200 224419 213,390
Adult Services - 538,109 498,200 500,289 451,865
Children's Services 340,831 367,200 348,624 357,990
Technical Services 337,616 312,300 285,536 243,880
Circulation Services 303,377 479,700 452,998 508,140
TOTAL EXPENDITURES 1,686,635 1,882,600 - 1,811,866 1,775,265
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¥ LIBRARY DEPARTMENT <3

DEPARTMENT STAFFING
Full Time Equivalent (FTE)
01/02 02/03 02/03 03/04

Town Staff Actuals Adopted Adjusted Adopted
Library Director 1.00 1.00 1.00 1.00
Assistant Library Director - - 1.00 1.00
Senior Librarian 1.00 1.00 - -
Principal Librarian 3.00 3.00 3.00 3.00
Librarian 2.75 2.25 225 2.25
Associate Librarian 1.00 1.00 . 1.00 1.00
Library Assistant 1.75 2.50 2.50 2.50
Secretary 11T 0.50 0.50 0.50 0.50
Administrative Analyst 0.50 0.50 0.50 0.50

TOTAL PROGRAM FTE's 11.50 11.75 11.75 11.75

01/02 02/03 02/03 03/04

Temporary Staff Actuals Adopted Adjusted Adopted
Librarian 620 620 620 620
Library Clerks 7,910 6,660 6,660 6,600
Library Pages 4,160 5,200 5,200 5,200

TOTAL ANNUAL HOURS 12,690 12,480 12,480 12,420.

* Defunded .50 FTE
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KEY PROGRAM SERVICES

LIBRARY DEPARTMENT

Administration Program

e Administer and supervise four operating programs in the department
e Provide oversight of day-to-day operations and scheduling

e Prepare and monitor Library Department budget

®

Support Town Library Board and Friendsof the Library meetings, programs, and activities
e Develop master planning for Library building replacement or improvements
e Coordinate and maintain the department’s existing physical spaces

e Collaborate with area libraries by serving on the Silicon Valley Library System Administrative
Council

e Increase public awareness of Library services and programs through effective public relations and
marketing

e Provide oversight of Library staff training and development

Adult Services / Reference
Meeting Information Needs
e Provide reference and reader’s advisory services
e Maintain viable reference and circulating collections

e Consistently update the Reference Resources area of the Library’s Web site to include accurate,
timely information

e Provide Interlibrary Loan services for our customers

Information Technologies and Training

e Develop online counterparts to services traditionally available only within the Library’s walls
e Provide access to the Internet and training in basic searching and navigational skills

Youth Services Program :
Meeting information needs for children 0-17 years of age and their parents
e Provide reference and reader’s advisory services
e Manage children’s and teens’ Web pages
e Manage children’s and teens’ collections

Providing programs to youth

e Provide year-around programming for infants, toddlers, preschoolers, school-age children, and
families

e Plan and promote annual Summer Reading Club to listeners from ages 0-5, readers from ages 5-
13 and teen readers from ages 13-17
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Outreach to youth

e Raise awareness of youth about collections, services, and programs available at the Library
e Provide an easy method for youth to obtain library cards

Web Management
e Design and maintain Library’s Web site

Technical Services Program
e Maintain online catalog to assure customer access to Library materials
e Acquire Library materials
e Maintain Library collections, include shelving of materials

Circulation / Systems Administration Program
e Manage circulation process

e Management of all Library automated systems, including the Library’s network
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Materials Budgets

of Bay Area Libraries
Based on California Library Statistics, 2003, pub
year 2001-02, when LGPL’s materials budget was $208. 811.

Library System

Palo Alto PL
Burlingame PL
Berkeley PL

Santa Clara Co. PL
Monterey PL
Benicia PL
Redwood City PL
Los Gatos PL

South San Francisco PL
Santa Cruz City-Co. PL
San Francisco PL
Santa Clara City PL
Menlo Park PL _
Mountain View PL
San Mateo Co. PL
Watsonville PL
Marin Co. PL
Livermore PL
Sunnyvale PL

San Jose PL.
Alameda County
Oakland PL

Daly City

. Expenditure Per Capita

$10.43
$10.09
$9.15
$7.93
$7.56
$7.45
$7.24
§7.21
$7.19
$6.87
$6.81
$6.30
$6.23
$5.71
$5.65
$5.19
$5.11
$5.09
$4.87
$4.86
$4.69
$2.99
$2.92

lished by California State Library, for fiscal

Average: $6.41
Mean: $6.50 -

«**With LGPL’s materials budget for 2003 - 04 reduced by 48%,

the expenditure currently is $3.45 per capita.
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Fund Raising for Library Collections and Preservation
June, 2003 - February, 2004

1. Amazon.com Wish List ‘
. List posted in June, 2003, asking for donations of specific books and DVDs

. A thank-you letter has gone out to each donor. ‘
. Make Our Wish Come True bookmarks are given with every check-out, alerting patrons
to list

Bookplates are placed in each donated book, along with the URL of the Wish List.

By February 1, 2004, materials have been purchased by 35 donors in the amount of
$1,075.

2. Six Full Page Ads - Los Gatos Weekly Times

The Friends of LGPL sponsored a series of 6 full-page ads in the Los Gatos Weekly
Times, created pro bono by a professional graphic artist, and each featuring a different
historic Los Gatos photograph. The ads asked for donations to the Local History Project
and to the Amazon.com Wish List. Ads were run at an expense of $3,000.

The ads resulted in many community members and organizations bringing historic

photographs and materials to the Library to be digitized, but did not generate significant
revenue.

3. Los Gatos Vista
The History Project was featured on the front page of the Fall, 2003 Los Gatos Vista.

4. Los Gatos Daily News : o

September 20, 2003 - Front page photo and story on “Birdcage Ladies,” and request for
funding _ -
December 27, 2003 - Front page photo and story on the Los Gatos Pageants, and request
for funding : ‘ »

. Los Gatos Weekly Times ,
July 30, 2003 - Front page story - “Los Gatos Library Working to Put Town’s Historical
Documents Online,” and request for funding.

. December 3. 2003 - Main Street Column, by Mary Ann Cook - Lead story titled

“Conaway Solves Murder,” concerning History Project. : '

. February 4, 2004 - Main Street Column by Mary Ann Cook - request for older Los Gatos

Phone Books and request for funding.

s N

N

. Testarossa Vinevards Benefit for History Project
Attended by several hundred people, this benefit resulted in $1,195.00 for the project, as
well as the opportunity to display historic items to an interested audience.
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7. Trader Joe’s Photo Installation
. In return for digital images from the Library’s collection to be used in the new outlet,
Trader Joe’s provided our fund raising brochure for their customers.

8. History Project Fund Raising Brochure - Featuring Girl in Carnegie Library, 1906.
. Includes project goals and request for funding. To date, the History Project fund raising
drive has resulted in donations of $10,045 in cash and equipment.

9. Presentation to Los Gatos Lions Club
. September 17, 2003 presentation and PowerPoint program of historic photos resulted in
donation of funds for state-of-the-art scanner for the History Project.

10. Presentation to Los Gatos Kiwanis Club

. January 29, 2004 presentation and PowerPoint program of historic photos will result in
new laptop computer for History Project. :

11. Presentation to History Club of Los Gatos ,

. January 7, 2004 presentation to History Club resulted in an additional $1,000 for history
project.

12. Collaboration with Los Gatos Weekly Times History Series - to run in 2004

. Dick Sparrer, Editor of the Los Gatos Weekly Times, will run six cover stories on local
history in the coming year, featuring the History Project in February, 2004. The Library
will work collaboratively with the LGWT on the entire project, and requests for funding
for the project will be made in each issue. Library photos and results of our research will
appear in each story.

13. Arcadia Publishing’s Images of America: Los Gatos, forthcoming in Fall, 2004.

« . The Library Director has finished a first draft of this book, which will be sold by the
Friends of the Library, Testarossa Vineyards, and other retail outlets in Los Gatos,
providing funding for the History Project.
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